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VoL. XI

The Distant Drum
HE more distant in the future the

detection and conviction of crime
T
is likely to be, the less potent will be
the fear of discovery and punishment in
preventing the criminal act. With this
statement there can be no quarrel.
Specifically, if a bookkeeper working,
say, in January of one year knows that
his work will not be audited until the
January of the following year, the
deterrent effect of the prospective work
of the auditor is less than if the book
keeper knows that the auditor will
review the records at some unknown
time during the month of January in
which the bookkeeping work is done.
The embezzler usually proceeds, at
least in the early stages, on the theory
that he is merely “borrowing,” and
that he will repay and cover his tracks.
He needs time to carry out his plans.
Postponement of audit work gives him
the time he needs, and undoubtedly de
creases the moral effect obtained.
Is there not here a basic condition
which is unconsciously being ignored by
many accountants—accountants who
have it measurably within their power
to shape the nature of their auditing
work to conform to their own views
of what is best for the interests of their
clients?
It may well be that the bookkeeper
or cashier, under stress of temptation,
may take too literally the advice of
Omar, the Tent-Maker, and say to
himself, “Ah, take the cash, and let the
credit go, nor heed the rumble of a
distant drum.” Never could the idea of
ineffectiveness of a far-distant punish
ment or result be more effectively or
more poetically expressed than in the
words, “Nor heed the rumble of a
distant drum.” The poesy in this in
stance can easily be transmuted by the

No. 9

The Crafts

ECENT Amendments to the Na
N all the crafts (by crafts are meant
tional Bankruptcy Act which
are designed to strengthen the act
such occupations as printing, book
become effective on August 27, 1926.
binding, wood-carving, cabinet work,
The American Institute of Account
and the like) the work of individuals
ants, through its Bureau of Public
varies from that which is necessary to
Affairs, has issued Letter Bulletin
“just get by,” as the saying is, to the
No. 6 which deals with “Bank
ruptcy Problems.” The reasons for
work performed by the craftsman who
the new amendments and the probable
does each part of his job in an accurate,
workings of the amended act are em
complete,
and expeditious manner. The
bodied in Letter Bulletin No. 6. A
good craftsman is interested in his
review of the discussion set forth in
work, he usually commands wages
the letter bulletin will appear in the
September issue of “The Pace Stu
above the standard scale, and his work,
dent."—The Editor.
whether evidenced by good books, fur
niture, wrought iron, or pottery, is of
enduring benefit to the community.
accountant into a very practical work
Good craftsmanship is a timely thing,
ing rule for the benefit of the public because good craftsmanship is related
which he serves.
to specialization. A jack-of-all trades
is never a good craftsman, because he
does not concentrate his efforts on one
Eight Requisites for
kind of work. The man who works off
and on as a carpenter, a bricklayer, and
Success in Accountancy
a plasterer, rarely succeeds in any one
HERE they are—eight requisites of the three. Likewise, the man who is
which a young man should have both an attorney at law and a certified
in order to be successful in accountancy, public accountant, must choose, if he
stated by a prominent certified public is to attain success, one or the other of
accountant. In the order of their im the professions as his principal occupa
portance, they are as follows: first, tion. The lawyer who engages actively
sound judgment; second, honesty that in real estate trading, will lose headway
is unflinching and unfailing; third, in his law practice to the extent that
imagination; fourth, ability to express he succeeds in real estate. Good crafts
ideas in correct English in a concise manship requires the restricting of one’s
and understandable manner; fifth, abil efforts to one trade or calling.
ity to think clearly and straight and to
Good craftsmanship, it should be
make accurate and rapid analyses noted, need not stop with the crafts
of involved business problems; sixth, proper. Each man has a task to per
willingness to work with diligence and form, no matter whether he works for
to engage in detail work without loss the wage of the mechanic, the salary
of interest; seventh, a good appearance, of the office man, the fee of the account
agreeable personality, habits of orderli ant or lawyer, or for the profit's of his
ness, and good deportment; eighth, own business. He may do his work in
speed in simple mathematical calcula such a way as merely to “just get by.”
tions and a great respect for mathe He may, on the other hand, because of
matical accuracy.
his interest in his work and his feeling
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of responsibility to those whom he
serves, perform his task well in every
particular. He may be punctual, oblig
ing, and courteous; he may conscien
tiously perform each technical step in
his work; he may in his spare time, by
study or reading, improve his ability;
in short, he may, in any job, give evi
dence of all the qualities that distin
guish the good craftsman from the poor
craftsman.
Good craftsmanship is greatly needed
in this country. It is needed not only
in the trades and crafts proper, but in
the performance of office duties of every
kind and description. Stenography is a
high calling, and an important one, if
the stenographer attains the vocabulary
and the skill needed to report and
transcribe accurately the words of edu
cated men. Bookkeeping is no mean
art when it records and states compre
hensibly intricate and complicated
financial conditions. Credit work calls
for the exercise of rare qualities of
judgment and sagacity. Everywhere
there is demand for the person who can
do a real job—for the person who is
thoroughly master of a particular call
ing or trade. No matter whether you
design the structure, lay bricks in its
walls, search its title, or record and
state the income derived from its opera
tion, it is well to do your part in the
spirit and with the skill of the good
craftsman.

Are You Selfish in
Conversation?

The Accountant in
Government
IW
TH accountancy - trained men
occupying executive positions in
many of the largest industrial and com
mercial organizations of the country,
the next logical step is for men with
similar training to be called to high
executive positions in the federal, state,
and local governments. J. H. Kauff
man, of Columbus, O., a certified public
accountant, has announced himself as
a candidate for the Democratic nomina
tion for governor of that state. Thus,
one of the most populous states of the
Union may be the first to have an ac
countancy-trained governor.

T is natural enough for a person to
talk about the things in which he
personally is interested. If he tries all
day to sell real estate or to solve tax
problems, he is likely to obtain such
mental headway that his conversation
in the evening, presumably intended to
be of a social character, reflects the
burden of his day’s activities.
This tendency should be carefully
avoided for two very good reasons—it
is desirable to clear the head by the
consideration of non-business subjects
during leisure hours, which is the first
reason; and it is desirable to avoid
boring and distressing your conversa
tional neighbor, which is the second
reason. Many an accountant has made
the mistake of thinking that a conversa
tion with regard to income tax prob
lems is a delectable after-dinner tidbit.
It isn’t, even if your neighbor happens
to be an accountant.
It’s much better social usage to listen
to the other person. If he chances to
have a cultural background, you will
be in the way to add to the store of
your knowledge, your mind will be
relaxed from the grind of the day, and
you will obtain credit for having good
social qualities. Professional society
meetings afford a most excellent place
for technical discussions.

A Friendly Criticism
S ME time ago, Mr. L. K. Watkins,
O
who contributes occasionally to The
Pace Student and who reviews its pages
with a kindly but critical eye, wrote to
us as follows:
“I note *** in the last paragraph of
the article headed ‘Public Speaking
Club,’ a quotation, ‘Work while it is
yet day, for the night cometh when no
man can work,’ which is credited to
Thomas Carlyle.
“Now while Thomas Carlyle wrote
much that is valuable and instructive,
this particular quotation is from the
words of one much greater even than he.
With the exception of the omission of a

few words, it is taken verbatim from
the Gospel of John, the 9th Chapter
and the 4th Verse. I judge that this is a
contributed article, and not produced
by the regular staff of The Pace Student.
Perhaps it might be well to call this
error to the attention of the writer of
the article.’’
The author of the article can not
plead an exact justification, and stands
corrected. However, his intent was to
give as a quotation an extract from
Carlyle’s Sartor Resartus, Chapter 9,
last paragraph, in which the great
author says: “Work while it is called
Today, for the Night cometh wherein
no man can work.’’
Carlyle’s inspiration is obvious, and
indicates the absorption of truths pre
sented in the Book of Books—a spiritual
and literary compilation altogether too
little studied and understood by many
of us in these later days.

Wanted, An Accountancy
Curriculum
WAT constitutes a professional
H
course in accountancy? The
schools, not even the universities, are
in agreement on this subject, and no
authoritative body of accountants has
formulated a professional course to be
taken by the young man or woman
who aspires to enter accountancy prac
tice.
Accountancy in this country still
clings, with its common requirement of
five years’ experience, to the apprentice
ship idea inherited from the chartered
accountant. It will not attain full pro
fessional status until, in common with
other professions, it substitutes pro
fessional school training for a consider
able part of the practical experience
now required. The provision of an
authoritative curriculum of professional
study would be a long step forward.

Numbers are so much the measure of
every thing that is valuable, that it is
not possible to demonstrate the success
of any Action, or the Prudence of any
Undertaking
without
them.—Sir
Richard Steele, circa 1700.

Harry E. Lunsford, C. P. A:
Brief Sketch of Interesting Career of President of
American Society of Certified Public Accountants
arry e. lunsford, c.p.a.,
(Mo.), whose photograph is on
the cover of this issue of The Pace
Student, is one C.P.A. who has been in
a Mexican revolution, and who, at the
age of fourteen, witnessed the stampede
to the first Oklahoma oil lands.
His business and professional career
has been equally unusual. Within the
year he has “put over’’ one of the larg
est mergers in the country; his firm is
now installing an up-to-the-minute ac
counting system for an up-to-the-min
ute young city; he is the president of
the American Society of Certified Public
Accountants; he is a member of the
firm of Lunsford, Barnes & Company,
of Kansas City and New York. But
here is the story, in Mr. Lunsford’s
own words:

H

Early Life
“I was born at Cairo, Ill., on Septem
ber 2.7, 1887. I spent two years of my
early life—between the ages of 7 and 9—
on my uncle’s large ranch in Wyoming.
I learned to ride anything on the ranch
and, with my uncle as a fine tutor,
learned to shoot the revolver and other
small arms.
“I was orphaned at the age of 13
by the death of my father and mother,
who died a month apart. I spent the
next year in Oklahoma. During the
opening of Lawton, I saw the first
local oil well come in at Red Fork
while I was there. After leaving Okla
homa, I attended business college for
one year, that being the last school
I attended until I took the Pace course
in Kansas City. I secured my first posi
tion as a bookkeeper when I was 16
years of age. It was in connection with
this position that I had my first lesson
in control of temper. Prior to that time
I had been infractious, and inclined to
anger. I was bookkeeper in a very
large retail store, and I was charged
with the dity of checking up on the
cashier before leaving for the day. One
evening I was in a hurry to get away.

I had the sales tickets all assorted by
salesmen and arranged numerically, but
they failed to balance. I could not leave
until they did balance. In my disap
pointment and hurry I became very
angry, picked up the bunch of tickets,
and threw them into the air. They
scattered all over the store. It took
me an hour or two to assemble them
again. I resolved then to think in the
future before getting angry.
Vocational Decision
“My next position was in connection
with a firm of abstracters, during which
time I gave considerable attention to the
study of real estate and title law. Be
ginning at the age of 18, and until I
reached Kansas City 16 years ago, I
engaged in the career of roving over
the Western country, engaging in nu
merous lines of endeavor. I came to
Kansas City with the idea of fitting
myself for a career in public account
ancy. Three months after I arrived in
Kansas City, I took the Civil Service
examination under the new city charter.
I stood first in all three examinations,
making a perfect grade except in spell
ing. Spelling is one subject in which I
show decided originality, but since no
allowance was made for this, I only
received a grade of 54 per cent. How
ever, I received considerable publicity
out of passing first.

Overtime Study
“I engaged in an orderly study of
accountancy in the Kansas City Chapter
of the Missouri Society of C.P.A’s,
which organized a school using the
Pace course. This school was conducted
in the Y. M. C. A. After the first year,
the Chapter decided that the Y. M.
C. A.location was not suitable and asked
me to act as registrar and to organize
the school independently. I did this
and finished my course at the same time.
“I had considerable difficulty in se
curing permission to take the C.P.A.

examination in Missouri since I was not
a graduate of a high school with a fouryear course. After considerable argu
ment, the Board allowed me to take a
high-school examination. I passed my
C.P.A. examination during December,
1915, and my certificate was issued when
I had completed my three years of
practice in accountancy, namely, March
7th, 1917. I was associated with Peat,
Marwick, Mitchell & Company, begin
ning December, 1915, and until Septem
ber 1st, 1917. On the latter date, I
became associated with Messrs. Smith
& Brodie, C.P.A’s, becoming a partner
in the firm of Smith, Brodie & Lunsford
in February, 1918.

Consultant and Adviser
“My desires in professional account
ancy always leaned to the financing
side, and my present personal practice
is practically confined to financial
planning and consultation. During
October, 1916, I received a commission
as a Captain in the Reserve Officers
Corps, Quartermaster Department. I
was called to duty during April, 1917,
and assigned to Central Headquarters,
Chicago. During July, 1917, I was
ordered overseas, but was not permitted
to go on account of physical condi
tion.
“The most thrilling experience I ever
had occurred in Old Mexico during the
revolution in 1919. I was in Tampico
and outlying districts investigating
some properties for a client, together
with three other Americans. We got
into what the Mexicans called a riot,
but which I was willing to call a revo
lution, and for two hours we were sur
rounded by about 2,000 Mexicans.
Several squads of soldiers came to
rescue us but the crowd disarmed them
as rapidly as they arrived. Finally, a
squad of rurales came to our rescue and
got us out safely. We had some diffi
culty in getting out of Mexico, but
finally came out on a tank steamer.
“I had the pleasure of being one of
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4
the group of men who acquired the
Federal Baseball Team for Kansas City.
During the three-years’ life of the
Federal Baseball League, I helped to
manage the Kansas City team, which
was a civic undertaking.

Plan Your Work Well—
and Work Your Plan Well
“My paternal ancesters were as a rule
preachers or newspaper men. My great
grandfather was instrumental in the
organization of the Christian Church,
and the publisher of its first paper. My
father and two brothers were news
paper men. I cite this merely to show
that breeding will tell, because up
until just recently I was an active
competitor for the purchase of the
Kansas City Star from the Nelson Estate
under the provisions of the will of
William Rockhill Nelson. The paper
was sold (to someone else) for the
sum of $11,500,000. This brings me
to two things that I remember my father
told me, one being to '-plan your work
well and work your plan well,' and the
other being, 'aim at the sun and shoot as
high as you can.’ These two trite phrases
have had a great influence in my life
and they have been constantly before
me.
“Within the last year, I have been
instrumental in putting over one of the
largest mergers in point of number of
companies involved that has ever been

consummated in this country—namely,
the merger of 33 brick plants into one
large organization. My firm is just
completing the installation of a thor
oughly up-to-date accounting system
for Kansas City, which city has just
adopted a new charter, including the
city-manager form of government.
“One of my most delightful engage
ments has been that of auditor of the
Imperial Council, Ancient Arabic Order,
Nobles of the Mystic Shrine.
“I have built a new home of which I
am very proud. It is located in the
finest residential district in America,
the Country Club district of Kansas
City, Missouri. I make this statement
advisedly and stand willing to prove it
as I have done recently to several
New York and Chicago bankers, be
cause Kansas City does have the finest
residential district in the country.
“I have two children, a boy, Harry
Earl Lunsford, Junior, 11 years of age,
and a girl, Mary Jane Lunsford, 9 years
of age. I have hopes that the boy will
become a C.P.A., but all indications are
that he will become a baseball player,
for, as far as I can see, that is the only
subject he is really interested in. He
is attending the Pembroke School for
Boys and is the captain of two base
ball teams organized by that school.
He pitches either left or right handed
and is batting over .400 at the present
time.

THE executive is, of course, entitled
to receive a written recommenda
tion from the accountant whenever it is
desired and on any subject no matter
how trifling. The executive naturally
receives, or should receive, a detailed
report from the accountants each month.
The accountants, if they aim to give
the maximum of service which is due
to the client, should, in their monthly
report, point out how closely their
recommendation was reached. A recom
mendation or prediction which is not
followed by fulfillment loses much of
its value. After practicing for any
length of time, accountants realize that
predictions very often do not come true,
and knowing that he must report a
the proper time the agreement, or dis
agreement, between prediction and ful-

Scovell Prize Competition
Extended
HE National Board of Directors of

the National Association of Cost
TAccountants,
announces that the period

of competition for the Scovell Prize
has been extended until October 30,
1926, noon.
The subject matter of the competi
tion, “Presentation of Costs for Execu
tives,’’ and all the other rules remain
unchanged. The judges for the compe
tition have been appointed as follows:
Colonel B. A. Franklin, vice-presi
Co., says:
dent of the Strathmore Paper Company;
Professor T. H. Sanders, Harvard Uni
fillment, he is likely to be conservative versity Graduate School of Business
in his recommendations. This con Administration; and Mr. Homer N.
servatism is of inestimable value to the Sweet, of Lybrand, Ross Bros. & Mont
executive, especially in the framing of gomery, Boston.
The first prize in this competition is
budgets.
“A budget is a series of predict ons $750; the second prize, $400; the third
based on past performances and expec prize, $2.00, and the fourth prize, $150.
Additional information with respect
tations of what the future has in store.
to
the competition is available upon
There is nothing absolute about budgets
because no one can foresee the future. request to the offices of the National
Nevertheless, in an ordinary business, Association of Cost Accountants, 130
budgets are adhered to with st
artling West 42. Street, New York City.
accuracy. To some extent, nearly every
shoe factory no matter how small has KLEIN, HINDS, & FINKE (C.P.A’s),
its budget or series of expectations. announce the expiration of the old co
Unfortunately for many, expectation partnership of Klein, Hinds, & Finke.
and fulfillment vary widely. Ordin A new partnership, consisting of the
arily, this is because the expectations members of the old firm, which will
as contained in the budget were not continue practice under the same name,
tempered with good judgment. Worse has been organized.

MARTIN KORTJOHN, C. P. A,
of Martin Kortjohn &

still, no great effort is made throughout
the year, say every month, to check
results with expectations, and the out
come in nearly every case is that varia
tions from the budget figures are un
favorable. Where formal budgets are
in use, and a monthly professional ac
counting service is maintained, varia
tions from budgetary estimates should
be one of the vital parts of the account
ant’s report. Where unfavorable ten
dencies are plainly pointed out in time,
corrective steps may be taken to prevent
excessive loss. The traveler to whom it
is pointed out that he is going in the
wrong direct on, can quickly retrace
his steps, and it is the professional
accountant whose duty it is to point out
to the business man traveler any de
parture from the road to net profits.
In the shoe factory he should be the
executive’s constant guide and a part
of his permanent organization. And
the cost? Well, it is insignificant when
compared with the advantages.’’—
From American Shoemaking.

Discussion of Paper “Legislation for the
Accountancy Profession”
Comments on Colonel Robert H. Montgomery’s paper delivered
before International Congress of Accountants
Review of Opinions
Expressed with Respect to Legislation
By Homer S. Pace, C.P. A.
OLONEL MONTGOMERY’S pa
per, it seems to me, is informative
and helpful, and will be received
with great interest by practicing
countants throughout the world. If it
is in order to voice a word of friendly
criticism, I should say that it is difficult
for one to determine Colonel Mont
gomery’s opinion with respect to a
number of the most important questions
which he raises. For example, I find no
conclusive answers to the following
questions:
1. Should the attitude of account
ants toward accountancy legislation be
the same in all countries; particularly,
and as an example, should the attitude
of accountants with respect to legisla
tion be the same in Great Britain as it is
in the United States?
2.. Should accountancy legislation of
the non-restrictive type under which
professional fitness to practice is deter
mined—a type of legislation now in
effect in more than forty of the states
of the United States—be abandoned?
3. Should accountancy legislation
restricting the practice of accountancy
in whole or in part to accredited prac
titioners, and incidentally regulating
fitness to practice, now in effect in
several of the states of the American
Union, and to some extent in other
countries, be abandoned?
4. Should the determination of pro
fessional fitness to practice be placed in
all countries exclusively in the hands
of professional societies of accountants?
While I find no definite affirmative
answer to any one of these questions in
Colonel Montgomery’s paper, I gain the
impression that Colonel Montgomery
believes the history of the profession
and present conditions justify an affir
mative answer to each question. If he

C

A COUNTANCY practitioners, no
C
doubt, have read with inter
ac est, Colonel Robert H. Montgomery’s
informative paper ‘ "Legislation for
the Accountancy Profession,” which
was delivered last month before the
International Congress of Accountants
at Amsterdam, and which appeared
in the July issue of ’’The Pace
Student.” A review of the paper
which has been made by Homer S.
Pace, at the request of Colonel Mont
gomery, is presented.
The Editor.

holds such views, I am in radical dis
agreement, for I believe that each one
of the questions should be answered in
the negative. I shall give my reasons
briefly in the order in which the ques
tions are stated.
Question No. 1
Should the attitude of accountants toward
accountancy legislation be the same in all
countries; particularly, and as an example,
should the attitude of accountants with
respect to legislation be the same in Great
Britain as it is in the United States?
Colonel Montgomery evidently be
lieves in adopting, presumably for
guidance in the United States and in
other countries, the suggestion of the
eminent accountant, Mr. Richard
Brown, written with particular refer
ence to British conditions—a statement
in which Mr. Brown was careful to
limit his statement by the words “so
far as Great Britain is concerned.’’ In
the quotation given by Colonel Mont
gomery, Mr. Brown states that—
“It is contrary to the traditions of
British legislation to interfere with the

natural development of any calling or
industry. Most of the other professions
have grown up without the aid of a
foster-mother, and although in the
particular cases of law and medicine
Acts of Parliament have been passed in
comparative recent times for their regu
lation, it may be questioned whether
the results have been as beneficial as was
anticipated.”

Regulation by States Not
Contrary to Tradition
I submit that it is not contrary to
American traditions to regulate by state
legislation, practically all the profes
sions as well as many callings of less
consequence. From the very beginning
of the republic there has been state
regulation of occupations, and with the
advent of new professions—professions
such as dentistry, optometry, osteo
pathy, nursing, shorthand reporting,
accountancy, and the like—legislation
has been adopted in many states (and
with respect to some of the professions
or callings, in all the states), that has
provided at least a standard of general
and technical education and official
registration. New York, the most
populous state, has been a leader in
legislation of this type, and within the
last two years has undertaken the
statutory control of a profession hereto
fore unregulated—I refer to legislation
restricting the practice of engineering
to engineers who could meet specified
statutory requirements as to professional
abilities.

Legislative Requirements Differ
in Various Countries
Conditions with respect to legislation
of all kinds are different in a new and

5
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rapidly developing country, such as the
United States, the Argentine, Australia,
or Canada, from those existing in a
country of old civilization, of relatively
small geographical limits, and with
dense population. The founders of a
new country usually provide a written
constitution, and, in the absence of long
established usages and traditions, they
resort to legislation to an extent un
necessary in an older country. There
develops, of course, the evil of over
legislation—a problem that cannot be
solved, however, by a particular occu
pational group. It is undoubtedly neces
sary for the members of any profession
or calling to conform measurably to the
general customs of the country in which
the profession or calling is to be prac
ticed. If it is customary in a country
to regulate important callings by sta
tute, the choice in such a country for a
new and developing profession does not
lie between legislation and no legisla
tion, but between favorable and un
favorable legislation. No body of selfregulated accountants in New York or
in any other American state could pre
vent legislation with respect to account
ancy practice. In Great Britain, and
possibly in other countries, the condi
tions are different, and the profession
of accountancy may well adopt an
attitude with respect to accountancy
legislation radically different from that
which we must perforce adopt in the
United States.
My answer to the first question,
therefore, is that the attitude of ac
countants toward legislation need not
necessarily be the same in all countries,
and that in particular there is good
reason why there should be a diverg
ence between the British and American
practice in this respect.
Question No. 2.
Should accountancy legislation of the nonrestrictive type under which -professional
fitness to practice is determined—a type of
legislation now in effect in more than forty
of the states of the United States—be
abandoned?

Colonel Montgomery seems to feel
that the legislation of the non-restric
tive type under which standards of
professional practice are set, has not,
on the whole, been especially beneficial
to the profession of accountancy. For
example, he states—
“I am quite convinced that at least
seventy-five per cent. of all important
accounting work now being done in
New York is in the hands of account
ants who do not hold state certificates.
First of all, I am inclined to question
his estimate. I believe it would give
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a much better view of the state of
affairs to say that at least seventy-five
per cent. of all important professional
accounting work now being done in
New York is in the hands of firms in
which one or more members (usually a
majority) are certified public account
ants of New York and of other states.
In fact, it is safe to say that four out of
five of all the members of the larger
firms of accountants practicing in New
York are certified public accountants.
It is true, of course, that a consider
able volume of auditing and other ac
counting work is performed by individ
uals who have not obtained, by reason
of the lack of academic or technical
qualifications, the certificate of certified
public accountant. A result of this
kind is naturally to be expected, in
view of the fact that the ordinary type
of certified public accountant law does
not restrict the practice of accountancy
to certified public accountants, and
merely extends the privilege of obtain
ing an official registration of profes
sional qualifications.

Registered Practitioners Have
Definite Status
The unregistered practitioners, how
ever, have limited standing with bank
ers, credit men, judges, and business
executives, as compared with the prac
titioners who have attained registra
tion as certified public accountants, and
who are organized in a professional
society limited to certified public ac
countants. I doubt whether Colonel
Montgomery can give a single instance
of a firm of accountants employing a
staff of ten or more persons in which
the firm is composed exclusively of
partners who do not have among their
number one or more certified public
accountants.
The certified public accountant, in
fact, is in evidence in almost every
worthwhile piece of accountancy work
that is done in the United States. And
in addition, and apart from direct
participation in practice, the certified
public accountant, through organized
professional societies, measurably sets
the standards for all other reputable
practitioners.
I think it is entirely in accordance
with the facts to state that the title of
certified public accountant is well
established in the minds of the thirty
thousand credit men of the United
States who are members of the National
Association of Credit Men; that it is
well-established in the minds of the
officers of commercial banks and trust

companies and of investment bankers
throughout the country; that it is
reasonably well-known, considering the
newness of the profession and of the
title, to the officers and directors of the
two hundred and fifty thousand active
corporations of the country; and that it
is well-known to the officers of the
federal government and of the various
states who are concerned with the regu
lation of commerce, banks, insurance
companies, public utilities, and the like.
The public recognition of the account
ant, it should be remembered, is not a
primary, or even a secondary, object of
accountancy legislation. Recognition
comes by reason of capacity acceptably
to perform accountancy services. We
have had in New York for thirty years
both accountancy legislation and a pro
fessional society of accountants. I can
not see that our public recognition
would have been greater if our profes
sional standards had been controlled
directly by the professional society
instead of having been set by the Re
gents—a non-partisan state board that
supervises education and practice in the
other professions. The Regents, for
thirty years, by means of an accountancy
board composed of practicing certified
public accountants, have maintained
high professional standards. I am con
vinced that in a country in which
statutory regulation of the professions
is a common and accepted practice, our
recognition and standing would have
been less had no legislation been in
effect. Similar standards have been
maintained in practically all the other
states, and the general standard through
out the country has been satisfactorily
high.
Accountants Recognize Value
of C.P.A. Certificate
Simple and conclusive evidence of the
worth of the certified public accountant
certificate is found in the fact that it is
sought eagerly each year by thousands
of applicants throughout the various
states. In hundreds of instances, mature
practitioners have submitted to examin
ations, and in some cases to repeated
examinations, in order to obtain the
credential. Thousands of students are
pursuing three and four-year courses
of accountancy study as preparation for
their examinations. Are we to believe
that these candidates are misled as to
the value of the certificate? Is this
credential, which has been limited dur
ing a period of thirty years in New
York State, with a population of ten
million people, to less than two thou
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sand practitioners, a credential that is
of no significance in the business world?
It is true that the recognition would
have been greater had the number of
accredited practitioners been larger, but
the choice lay between maintaining
high standards and admitting a small
number, and a larger number with
lower standards. The accountants chose,
I think wisely, the former course.
For the reasons given, and for others
that could be submitted did time per
mit, I answer the second question in the
negative. I believe I voice the opinion
of a large majority of all accredited
practitioners of accountancy in the
United States, as well as of a large ma
jority of the members of our profes
sional accountancy societies, in saying
that these laws should be continued,
subject to such improvements as the
conditions may make practicable from
time to time.
Question No. 3
Should accountancy legislation restricting
the practice of accountancy in whole or in
part to accredited practitioners, and inci
dentally regulating fitness to practice, now
in effect in several of the states of the
American Union, and to some extent in
other countries, he abandoned?
In the matter of legislation restricting
the practice of accountancy in whole or
in part to accredited practitioners, we
come to a moot question. A provision
of law which makes it mandatory for a
company to employ an auditor for
certain purposes is restrictive legisla
tion, provided that the term “auditor”
is held to be an accredited accountant—
that is, one who has attained profes
sional recognition and standing. My
impression is that this result is attained
in effect under the English Companies
Act, but that the auditor is not neces
sarily a member of a professional so
ciety of accountants. In any event,
there are a few instances in the United
States in which certificates or audits
must be made by accountants who
have an official professional status.
It is quite logical that a government
or state which establishes a professional
standard to which accountants may
conform should require that company
and other reports made to such govern
ment or state should be authenticated
by the accountants who have been
accredited by such authority. This type
of restrictive legislation is, I believe,
approved by practicing accountants
generally throughout the United States
and elsewhere, and is justifiable and
desirable from the viewpoint of public
interest.
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Statutes restricting the certification
of statements prepared for circulation
throughout the business community for
credit and other purposes, and restrict
ing other phases of accountancy prac
tice, are now in effect in several states.
A statute of this kind is based on the
police powers of the state to regulate
affairs that affect the safety, health, or
property of the citizens. Medical prac
tice, as well as its various subdivisions,
is restricted to accredited practitioners,
because of the relation of medicine to
life and health; and engineering prac
tice is now restricted to engineers in
New York because of its bearing upon
public safety. It is admittedly a con
siderable extension of the police power
of a state to restrict accountancy prac
tice on the theory that the property
interests of the public justify a law that
will prevent an unaccredited accountant
from entering into a contract with a
client for the performance of account
ancy services. There is admittedly a
public interest, by reason of the volume
of credit transactions based on finan
cial statements, that would be con
served by such legislation if it were
properly drawn and not made too
inclusive with respect to the various
classes of accountancy practice.

Public Favors but does not Initiate
Legislation
Colonel Montgomery seems to feel that
there is no well-defined public demand
for such legislation. I think the same
could be said with respect to the legis
lation which restricted the practice
of engineering to accredited engineers,
to the legislation that regulates the
practice of osteopathy, and to many of
the statutes relating to sanitation and
to the conservation of the public health.
Each profession, it seems to me, has a
duty in the matter of informing the
public, and of moulding and leading
public opinion with respect to the mat
ters of which the profession has techni
cal information and knowledge. My
contacts with legislation convinced me
that the majority of credit men, when
informed as to the facts, are in favor of
legislation restricting the certification
of financial statements to accredited
practitioners of accountancy, and I also

is entirely in order for us to lead the
way in the matter of shaping public
opinion and in obtaining such legis
lation. If we do not measurably well
interpret public opinion, then the at
tempt to obtain the legislation will be
defeated, and no great harm presumably
is done. We must, it seems to me, fol
low the practice of other professions
in this respect and not depend upon the
general public to initiate legislation
with respect to the activities of which
we have special knowledge.
My answer to the third question,
therefore, is that restrictive legislation,
if it proves to be constitutional and is
wisely drawn, should not be abandoned.
We should, it seems to me, be careful
not to move too rapidly, but as time
progresses we should work toward a
condition in which the work of the
accountant which affects the interests
of the general public, shall be restricted
to accountants who have demonstrated
their professional fitness for such work.
Question No. 4
Should the determination of professional
fitness to practice be placed in all countries
exclusively in the hands of professional
societies of accountants!
With respect to the fourth question,
I do not see that our two national
societies of practicing accountants, or
our forty or more state societies, could
do more effective work if there were no
laws with respect to accountancy prac
tice. Each of the national societies has
its own rules of professional conduct,
as have many of the state societies. The
older of the two national societies
establishes its own standards of pro
fessional fitness, and prepares examina
tion questions which are used in thirtytwo states in the examination of
candidates for the certified public ac
countant certificate. The other national
society is composed exclusively of
certified public accountants, whose
qualifications are passed upon by
boards made up almost exclusively
of certified public accountants. Cer
tainly the practicing accountants of the
country are not seriously hampered in
establishing standards of professional
practice, and there is a certain measure
of flexibility that is beneficial in a
country of great geographical extent.

found that many bankers were of the

I do not believe that these societies

same opinion when the facts were pre
sented to them.
If such legislation is desirable from
the viewpoint of the public interest,
and if we have more information on the
subject than any other organized group
in the community, it seems to me that it

could under any circumstances do much
more for the advancement of the inter
ests of the accountants than they are
doing under present conditions. Even
if all accountancy legislation could be
wiped from the statute books—a thing
that never can be done so long as our
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general usages and conditions remain of the accountants to control or to alter
as they are—I fail to see how the var with respect to their own calling.
ious societies would have a greater
In summing up, I submit the follow
opportunity to impress the business ing:
public with the value of accountancy
1. That the attitude of the account
services than is now open to them.
ancy profession in any particular coun
In answer to this question, therefore, try toward the matter of legislation is a
I say that the matter of the determina matter to be determined primarily with
tion of professional fitness can never respect to conditions existing in that
in the United States, so far as I can fore country, and that there is no practical
see at this time, be placed exclusively basis for international uniformity in
in the hands of professional societies of this respect;
accountants. The fact that that method
2. That whenever conditions in a
has worked well in Great Britain has country make legislation desirable or
little bearing on conditions in this inevitable, practicing accountants,
country, in which the procedure of through their professional societies,
regulating the professions and many should undertake the responsibility of
other occupations by laws enacted by guiding such legislation by educating
the various state sovereignties is well- the public with respect to accountancy
established and quite beyond the power matters, and by the drafting, introduc

ing, and supporting of measures best
calculated to serve the public interests
and properly to safeguard the interests
of accountancy practitioners.
I desire to express my appreciation of
Colonel Montgomery’s most valuable
contribution to this subject, his cour
tesy in extending to me the privilege of
reviewing his paper, and particularly
my appreciation of the constructive
part he has for many years taken in
legislative as well as in professional
society matters in the United States.
Finally, I want to acknowledge our
indebtedness to the mother countries
of Europe for the products of master
minds in accountancy from the time of
Pacioli down to the time of our Euro
pean brethren here gathered in conven
tion.

The Telephotograph an Aid to Business
New Device for Photographic Transmission Now Adopted
Commercially
Interesting Examples of Use
Descriptive
. Article furnished by T. T. Cook, Assistant to Director,
Long Lines Department, American Telephone & Telegraph Co.
INCE telephotographs — pictures still damp from the telephotographic
transmitted by wire—were intro process, to the printer, who set up the
duced to the business world about type and printed the circulars. Monday
the circulars were at the San
two years ago at the Republican Namorning

tional Convention, one business house Francisco, Chicago, and New York
after another has been awakening to offices of Blyth-Witter and Company.
the possibilities of this new develop
Meanwhile, at New York, two prints
ment in communication, until today were made of the stock certificate
widely varied interests are creating a telephotograph. One was mailed to
demand for the service.
the bank note company’s printing plant
By the use of telephotographs, Blyth at Philadelphia, and the other to the
Witter and Company, New York, were vice-president of that company at New
able to save eleven days in the floating York.
of a stock issue, and were thus enabled
Approval of the certificate was ob
to meet a favorable market. On a tained from the stock exchange about
recent Sunday morning their San Fran Monday noon. Philadelphia was called
cisco office obtained the approval of by long distance telephone and told to
their attorneys for a new stock cir print the certificates with modifications
cular. At the same time the Security as suggested by the listing committee.
Bank Note Company, printers of finan
On Thursday night 10,000 certifi
cial paper, obtained approval for the cates, sent from Philadelphia by aero
stock certificate model from their San plane mail, were delivered at the San
Francisco office of Blyth-Witter and
Francisco attorneys.
Telephotographs of the circular and Company. All this was accomplished
certificate were sent simultaneously to in the time it would have taken the
Chicago and New York on Sunday after regular mails to come from San Fran
noon. Because of its length it was neces cisco to New York.
sary to send the circular in sections. As
Another striking example of the use
soon as each part was received a mes of telephotographs to save time and
senger boy rushed the telephotograph, expense is illustrated by the experience

S

of a large eastern industrial corpora
tion. A conference of the executives of
the business had been called to meet in
New York to discuss an important con
tract. On the day prior to the confer
ence it developed that the only obtain
able copy of the contract was in San
Francisco. To wait for a facsimile sent
by the fastest mail service would have
meant the loss of valuable time. But a
telephotograph of the contract was
sent from San Francisco to New York
and delivered one hour before the meet
ing was held.
One of the large oil companies has
found an important use for telephoto
graphs in its accounting department.
It is the monthly custom of the Pacific
Coast offices of this company to send
their balance sheets to the office in

San Francisco. Here they are combined
and a trial balance sheet sent to the
main office of the company in New York
City. This trial balance sheet is now
sent by telephotograph, hastening its
arrival at New York by at least three
days. The company is thus able to
issue its monthly financial statements
several days earlier than formerly.
Thus the invention is not only highly
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interesting as a scientific achievement,
but as a very practical help in the speedy
transaction of everyday business. It
provides a successful method of sending
pictures by wire that is in daily use
between three of our leading cities—
New York, Chicago, and San Francisco.
Any graphic record destined for trans
mission to San Francisco can be filed
at New York at 8:00 a. m., and an hour
later, or at 6:00 a. m. Pacific time, be
available for whatever use it is to be
put to on the Pacific Coast. While the
actual transmission of pictures requires
but seven minutes, the time consumed
in the photographic processes at either
end is approximately three quarters of
an hour.
The press, realizing the value of pic
tures, has in the past employed special
trains, aeroplanes, and other means of
speedy transportation for quickly con
veying pictures of events of great in
terest. Now, with the commercial in
auguration of telephotographs, news
papers have been able to break all
records in the presentation of news pic
tures to its readers. Photographs of
the polar flights of Amundsen and Byrd
were shown in the East at approxi
mately the same time that people re
ceived the information of the success of
the expeditions. It is interesting to
note that no sooner had the exploit of
Lieutenant Commander Byrd become
known than the Vacuum Oil Company
undertook to tell a large portion of the
country about its share in making the
polar trip a success. Copy for adver
tisements to appear simultaneously in
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$3 000 000

DEPARTMENT OF ANTIOQUIA
«

(REPUBLIC OF COLOMBIA)

7% Twenty-Year External Secured Sinking Fund
Gold Bonds, Series “A”
Dated July 1, 1925

Due July 1, 1945

Authorized $20,000,000, Present Issue $3,000,000, Series "A" limited to $6,000,000. Principal
and semi-annual interest, January 1 and July 1. payable in U. S. Gold at the office of Blair
& Co., New York, free of all taxes, present or future, of the Department of Antio
quia and of the Republic of Colombia Coupon Bonds in denominations of
$1,0 0, $500 and $100, registerable as to principal only,

A Cumulative Sinking Fund of 2½% per annum, sufficient to retire the Series “A” Bonds at
maturity, is to be provided, payable semi-annually commencing January 1, 1926,
to call Bonds by lot at 100 and accrued interest on the neat succeeding
interest payment date.

Callable as a whole only, except for the sinking fund, at 102½ and accrued interest on July 1, 1935,
and on any interest date thereafter.
- The following information has hem taken in part from a letter of Ricardo Jimenez Jaramillo,
Esq., Governor of the Department of Antioquia:
ANTIOQUIA: The Department of Anitoquia, situated in the north-central part of the Republic
of Colombia, is the largest of the departments of the Republic, having an area of 25,000 square
miles and a population of over 800,000. It contains 35 towns of 10,000 people or more, and
the whole commercial territory tributary to Medellin. the capital, reaches over 2,000,000
people out of a population of 6,000,000 in the entire Republic.
Antioquia produces approximately one-fourth of the coffee grown in the Republic of Colombia,
which is the second largest producer of coffee in the world. There are over 60,000,000 coffee
trees in Antioquia, and the value of the 1925 production of coffee in the Department is esti
mated at about $16,000,000.
There are two railways in the Department, the more important being the Antioquia Railway

Section of syndicated financial advertisement sent over telephone wires

New York, Chicago, and San Francisco
papers were rushed to the telephoto
graph office in New York immediately
upon receipt of the news of Byrd’s feat.
News photos showing British strike
scenes were radioed from England by
the Radio Corporation of America and
brought to the New York telephoto
graph office for transmission to western
cities. Pictures of the International

Telephotograph of two sections of the 2.0th Century at Chicago.

Eucharistic Congress held at Chicago
were reproduced in New York papers
the same day they were made in
Chicago.
Advertising agencies have found tele
photographs of value in transmitting
copy and layouts, when speed was
necessary in their reproduction as a
finished advertisement in some distant
city. The advertising manager of a
New York concern planned to be in
Chicago on a certain date. At the last
minute he was unable to make the trip.
It was important that he should get the
cover illustration of a new booklet into
the hands of the firm’s western sales
agent not later than the next morning.
It was too late for the aeroplane mail,
so in this emergency the telephotograph
was utilized, with the result that the
reproduction of the cover design arrived
in Chicago approximately two hours
after sending had begun in New York.
In addition to these cases, uses for
telephotographs are coming to light in
an almost unlimited field. Among the
suggested uses are: Portraits of any size
or kind; pictures of celebrities figuring
in the news of the day; scenic views
from distant points; mechanical draw
ings; pictures of machinery, either the
entire unit or any of its parts; up-to-theminute fashions; sports contests; ac
counting and financial statements of
numerous kinds; advertising layouts
and proofs, checks, and other banking
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papers; x-ray pictures and electro
cardiographic tracings; textile designs;
and wills and similar legal documents.
Fifty years ago the telephone stood
on the threshold of business just as the
telephotograph stands today. Thou-

sands of people now living have wit
nessed the phenomenal growth of local
and long distance telephony. Who will
venture to predict the diverse uses made
of the electrical transmission of pic
tures fifty years hence?

Legal Requirements With
Respect to Corporate
Stock Records
ECTION 10 of Article 3 of the
of New

Stock Corporation Law
SYork
State requires that:

“Every stock corporation shall
keep at its office correct books of
account of all its business and trans
actions, and a book known as the
stock book, containing the names,
alphabetically arranged, of all per
sons who are stockholders of the
corporation, their places of residence,
the number of shares of stock held by
them respectively, the time when
they respectively began the owner
ship thereof, and the amount paid
thereon.’’
Large corporations are usually very
careful about keeping this record, but
smaller corporations are likely to con
sider the stock book superfluous, not
withstanding the provisions of the
statute. A disregard of the statute,
evidenced by failure to keep the stock
book, may, under some circumstances,
result seriously. The same section of
the Stock Corporation Law, for ex
ample, further provides that:
“No transfer of stock shall be
valid as against the corporation, its
stockholders and creditors, for any
purpose except to render the trans
feree liable for the debts of the cor
poration to the extent provided in
this section, until it shall be entered
in such book as required by this
section by an entry showing from
and to whom transferred. * * * .
“ Every corporation that shall neg
lect or refuse to keep or cause to be
kept, such books * * * as herein re
quired, shall forfeit to the people the
sum of fifty dollars for every day it
shall so neglect or refuse. If any
officer or agent of any such corpora
tion shall wilfully neglect or refuse
to make any entry in such book or
books * * * the corporation and such
officer or agent shall each forfeit and

pay to the party injured a penalty of
fifty dollars for every such neglect or
refusal, and all damages resulting to
him therefrom.”
The Stock Corporation Law does not
require a corporation to keep a stock
certificate book nor a stock transfer
journal; and because of that reason,
even though a stock book may be kept,
a transfer journal is often not kept.
Section 2.76 of Article 12 of the New
York State Tax Law, which has to do
with tax on transfers of stock and other
corporate certificates, requires that:
Every * * * corporation, * * * shall
keep or cause to be kept at some acces
sible place within the state of New
York a stock certificate book and a
just and true book of account, trans
fer ledger or register, in such form as
may be prescribed by the tax com
mission, wherein shall be plainly
and legibly recorded in separate
columns the date of making every
transfer of stock, or other certificates
included within this article, the name
and the number of shares thereof, the
serial number of each surrendered
certificate, the name of the parties
surrendering such certificate, the
serial number of the certificate issued
in exchange therefor, the number of
shares covered by said certificate, the
name of the party to whom said
certificate was issued and the face
value of the stamps attached in pay
ment of the tax on the transfer of the
certificate. * * *
It is also provided by Section 2.75(a)
of Article 12 of the New York State Tax
law that:
* * * every corporation * * *
which shall maintain a principal
office or place of business within the
state or which shall keep or cause to
be kept within the state of New
York a place for the sale, transfer or
delivery of its stock, or other cer

tificates included within this article,
shall within 10 days after the amend
ment to this section shall take effect
if such a certificate shall not have
been theretofore filed with the state
comptroller, or within 10 days after
engaging in such business or after
establishing such principal office or
place of business, or such place for
the sale, or transfer of its certificates,
as the case may be, file in the office of
the tax commission a certificate
setting forth * * * its said principal
office or place of business and when
and where incorporated or organized.
Said certificate shall be executed and
duly acknowledged by * * * the pres
ident or secretary of the Corporation
* * * ”
From the foregoing provisions it will
be seen that both the stock certificate
book and the transfer ledger or register
are required by state law. Failure to
keep such records would make any
person or corporation liable to certain
penalty provisions, as indicated by the
following paragraph, also a part of
Section 2.76 of Article 12 of the tax law:
“Every person, firm, company,
association or corporation * * * that
shall fail to keep such * * * transfer
ledger or register or certificate book
or surrendered or cancelled shares or
certificates as herein required * * *
shall be deemed guilty of a misde
meanor and on conviction thereof
shall for each and every such offense
pay a fine of not less than five hun
dred dollars, nor more than five
thousand dollars, or be imprisoned
not less than three months, nor more
than two years, or both in the
discretion of the court.”
The State Tax Commission has pre
scribed a form of transfer register to be
kept by corporations in accordance with
the above provisions of the tax law,
and has also promulgated the form of
certificate to be filed with the tax
commission. The forms can be ob
tained from the New York State Tax
Commission, Albany.

Dr. Downing, New
Deputy Commissioner
R. Augustus S. Downing, of the

New York State Department of
DEducation,
has recently been appointed
to the post of Deputy Commissioner of
Education. Dr. Downing, until his new
appointment, served as Assistant Com
missioner for higher education and
director of professional education.

The C.P.A. and the Board of Tax Appeals
Address Delivered at Dinner Given in Honor of Board
Tax Appeals
Relation of Certified Public Accountant to
Board
By Dr,. Joseph J. Klein, C. P. A.
T is a matter of record that the
Secretary of the Treasury, the Com
missioner of Internal Revenue, the
Solicitor General and other responsible
Treasury officials vied with each other
in sponsoring the creation of the tribunal
we delight in honoring this evening,and
that Congress and the President joined
gladly in bringing to a. quick accom
plishment the recommendations for the
establishment of the U. S. Board of
Tax Appeals. The board had hardly
begun to function before taxpayers
realized that a new spirit was abroad
in Taxland. In almost its very first
decision the clarion call was sounded:
“No more the ‘rule of payment first
and litigation afterwards!’ ’’ (I B. T.
A. 6.) Decision upon decision re
established anew that logic, and law
of the land, and legal precedent, rather
than administrative expediency, were
to determine tax liability.
In quick succession, crystallized errors
which had inevitably crept into Treas
ury decisions were subjected to impar
tial analysis, and with the results
known to all of us. Not alone were we
edified by the clear logic of a long train
of opinions which clarified and sup
ported prompt decisions, but in many
instances we were, and still are, de
lighted with the human touch revealed
in the board’s pronouncements. To cite
examples taken at random:
Who does not recall with approval
the statement—
“We do not believe that it is in the
interest of sound public policy that
the commission of illegal acts should
be so far protected or recognized that
their cost is regarded as a legitimate
and proper deduction----- ”? (I B.
T. A. 217.)
Who does not respond to the right
eous indignation clearly implied in—
“We can not withhold the com
ment that this case would probably
never have come before this board
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nor this issue ever been raised if the
Examining Agent had preserved a
proper judicial attitude toward this
taxpayer. His supplemental report’
evidences resentment that his original
findings were disputed, contains many
conclusions but almost no facts and
evades a clear statement on even
the matters which he was evidently
instructed to re-examine’’? (I B. T.
A. 126.)
What accountant fails to chuckle
at the apt characterization—“A Tale of
Two Audits’’? (I B. T. A. 342.) Who
can fail to recognize the board’s intel
lectual appreciation of the philosophy
of accounts even in the decision which
announces that “it is a far cry from the
preachment of these accounting theories
to their consecration as sacred princi
ples . . .”?(IIIB. T. A. 35.)
Who can fail to be thrilled by the
literary charm of:
“Clarence Whybrow was an artist.
His work was done on inspiration and
his product was beauty. He con
cerned himself with color, line, bal
ance, harmony, and proportion. His
task was to catch the grandeur of the
Louis’, the grace of the brothers
Adam, or the charm of the classic
Florentine, and install it behind a
high brownstone stoop on Madison
Avenue in place of its Victorian glass
and gold. He thought not of quan
tity or of production or of unit costs.
Success to him was in quality and
effect. He bought paint, of course,
and other materials for his art—so
did Leonardo and Rembrandt—and
sold the product, as did Chippendale
and Whistler.
“Then came the war and the bur
dens of the Government, and his place
must be found in the profits tax of
1917. He knew little of such matters
then, and hardly more when he testi
fied seven years later. Accounts
irked him. He was successful enough

to have a bookkeeper and this man
made the tax return which Why
brow signed. What it contained he
hardly knew. It was based upon the
assumption that his business was one
‘having no invested capital or not
more than a nominal capital,’ as pro
vided in section 2.09. But the Com
missioner found in his return that he
had business assets and liabilities—
he had a studio containing models
and a library of many fine books and
pictures, he had accounts receivable
and payable, and he had cash in the
bank—and he was therefore regarded
as conducting a trade or business hav
ing capital to be used as the basis
for measuring war profits.
“In this we must disagree. This
man’s business was in his soul.’’
(IB. T. A. 727.)
Turning now to one of the groups of
recognized practitioners before the
board, the one I am privileged to repre
sent, I know that I need not, in this
presence, describe the work of the certi
fied public accountant. The regard in
which he is held by the business com
munity makes of him a true business
counsellor. He is sometimes even ex
pected to play the role of prophet.
But his professional contribution to the
business and commerce of today is
predicated on his primary service—his
FACT finding. Basically, his task is to
discover and state facts, to reveal
fundamental truth. His is not the task
of holding a brief; his is not the duty of
making the worse appear the better
reason. Intelligent clients do not en
gage him in the expectation that he will
sugar-coat or gloss over unwelcome
truths. Were he in any way to deviate
from his truth-seeking goal, he would
be untrue to his heritage and unfaithful
to his trust. Lawyers are essentially
advocates, pleaders of a cause. Natur
ally, they regard Revenue Bureau prac
tice as a form of litigation, an informal
II
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type it is true, but nevertheless a type
of litigation. In tax matters, just as in
an issue presented in open court, attor
neys proceed on the theory that it is
their duty to advance and emphasize
factors favorable to the interest they
represent, since they believe that the
opposition, here the Revenue Bureau,
will find sufficient delight in, and ample
opportunity of, developing and stress
ing unfavorable factors. It could not
very well be otherwise.
On the other hand, accountants—
practically all of them, with here and
there a lapse serving only to prove the
rule—have, from the beginning, pre
sented ALL of the ascertained relevant
accounting facts in the case, offered a
complete picture of the entire situation,
exposed the unfavorable as well as the
favorable elements. Since all the facts,
unvarnished, unadulterated, unwarped,
are thus in evidence, so to speak, appli
cation of the law, of Regulations and
Treasury decisions, is all that remains
for discussion.
Thus it is that in their contact with
the Revenue Bureau, accountants have
selected no new forte. True, they have
learned to argue, but always on the
basis of truth and fact. And when I say
this, I do not mean even by implication
to reflect upon the learned profession of
the law. I mean merely to emphasize
the recognized distinction in the aims
and methodology of these two profes
sions—the accountant on the one hand,
recognizing it as his bounden duty to
reveal all the existing and known facts
without direct or indirect concealment
—the attorney, on the other hand,
feeling equally in duty bound to stress
and emphasize favorable elements, al
most religiously ignoring the unfavor
able factors, and certainly very seldom,
if ever, volunteering information derog
atory to his thesis.
In the early days of the Federal in
come tax administration, some lawyers
objected formally to accountants’ ac
tivities in connection with the prepara
tion of tax returns and in collateral tax
services. I violate no confidence in
mentioning that former Secretary of the
Treasury McAdoo advisedly refused to
restrict tax practice to lawyers. The
confidence in accountants thus early
expressed by the Treasury Department
has, I submit, been fully justified.
Upon the organization of the U. S.
Board of Tax Appeals, one of the very
first questions requiring settlement re
lated • to practitioners before it. The
members of the first board, as well as
those who now constitute that tribunal,
Were not only learned in tax law, but
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also familiar with its administration.
They knew of the accountant’s contri
bution to the work of the Revenue
Bureau. I believe that it was more a
recognition of the professional ability
of the accountant to represent clients
in tax matters than a desire to reward
intelligent and patriotic war service,
that prompted the board very early in
its official life to promulgate the rule
which admitted certified public account
ants to practice before the board on a
parity with lawyers. The appreciation
felt by the accounting profession of this
decision by the board has been voiced
many times and under many different
circumstances. I shall not repeat it here.
The decision is the more complimentary
when it is recalled that it was pro
mulgated by a tribunal consisting al
most exclusively of lawyers.
It would serve no useful purpose to
trace the first few months of the board’s
functioning. While it was anticipated
a priori, practice soon confirmed the
expectation that the informal procedure
followed at Revenue Bureau hearings
did not lend itself to the necessities of
creating a record suitable for possible
later court appeal. Regardless of its
designation, and whether or not reluc
tantly, the board became and is a court,
a court devoid, it is true, of the cere
monial trappings which still attach to
some of our judicial tribunals, but never
theless a court which metes out justice,
while avoiding empty formalism.
The accountant who was not also a
lawyer soon learned that there was a
vast difference between the statement of
what he knew to be a fact and the ad
mission of that fact to official considera
tion by the board. While the question
of evidence has been perhaps unduly
emphasized as the accountant’s buga
boo, it is literally true that a knowledge
of substantive law and of the rules of
evidence, with which subjects many
accountants are familiar, is essential to
a proper presentation of any issue before
the board—aside from its absolute
necessity in order to produce a record
suitable for appeal.
A growing conviction is that in no
important tax case should an attorney
or an accountant appear alone; each is a
necessary complement to the other;
each has an essential and characteristic
part to perform. Because I am also a
member of the bar, I am most reluctant
even to appear to favor in any way a
curtailment of the rightful and proper
functioning of accountants, but I can
not blind myself to the irresistible con
clusion, to the inevitable judgment,
that for the accountant to try to play

the role of lawyer before this board, or
before any other legal tribunal, is not
only unnecessarily and most undesir
ably to jeopardize the client’s best
interest, but seriously and vitally to
endanger the position which he, the
accountant, has attained, the foothold
which he has secured, the recognition
which he has achieved. And by the
same token, the attorney rides to
destruction who essays, without the co
operation of an accountant, to unravel
and present the accounting complexities
present in almost every issue involving
the determination of taxable net income.
During the next few years the number
of issues that will come before the board
will, even aside from their intrinsic
difficulty, sorely try the intellectual and
physical strength of the board member
ship. Ways should and must be found
whereby its labors will be lightened.
The fullest cooperation between attor
neys and accountants practicing before
the board is the only way to attain a
“consummation
devoutly
to
be
wish’d.”
In conclusion, let me turn to the
accountant’s most overt professional
act, namely, the rendition or his report.
To those familiar with this species of
literature, its most essential feature
will readily be recognized as the formal
CERTIFICATE OF AUDIT. Accord
ingly, in my most representative capac
ity, and speaking for ALL certified
public accountants who have watched
the board in operation and are familiar
with its spirit, permit me to present our
certificate:
We, the Certified Public Accountants
of the United States of America, as
sembled here in person or in spirit, do
hereby certify:
(1) That we have diligently, sympa
thetically, and understandingly exam
ined the records of the United States
Board of Tax Appeals—which are an
open book;
(2) That we are familiar with its
splendid achievements, its painstaking,
intelligent, and enlightened interpreta
tion of the several revenue acts;
(3) That we are familiar with the
antecedent history, the official conduct,
and the character of the men who com
pose the board;
(4) That we have observed the won
derful esprit de corps of the board’s assist
ants, and that we attribute this not so
much to precept as to example;
(5) That we have frequently been
edified by the board’s decisions even
when they denied the claims we
espoused;
(Continued on page 24)

The Work of the Board of Tax Appeals
Dinner Given in Honor of the Board
Prominent
Men Express Appreciation of First Two Years'
Work
Tax-Paying Public Has Benefitted
HE United States Board of Tax New York State Society of Certified
Appeals has just had its second Public Accountants (Dr. Klein’s ad
birthday. It is one of the most dress appears in this issue); and Honor
able
recently created agencies of the govern
 J. Gilmer Korner, Jr., chairman of
ment. The Board came into being in the Board of Tax Appeals.
Secretary of the Treasury Andrew W.
July, 1924, heralded by promises that it
would alleviate the ills of the federal Mellon sent a letter in which he said in
taxpayer by standing as a bulwark part, “It is of the utmost importance
between him and the United States that there should be a prompt and final
Treasury Department and seeing to it determination of a taxpayer’s liability;
that justice was done in the determining and it was to accomplish this purpose
of questions relating to the federal that the Board of Tax Appeals was
created as one of the administrative
income tax.
Because of the fact that it comes in changes in the tax system effected by
intimate contact with thousands of the revenue act of 1924 and later by the
taxpayers, and because so much had act of 1926. The work of the Board
been promised for it in the way of has been extremely valuable in expedit
accomplishment, its operations have ing the settlement of contested cases
been studied closely and every prece and especially in establishing prece
dent that it has set has been scrutinized. dents which have aided the Bureau of
That the Board has functioned well Internal Revenue in the determination
and that it has performed satisfactorily of similar cases of other taxpayers.
“In deciding tax questions promptly
the tasks assigned to it by law was
evidenced by the expressions of con and fairly, the members of the Board
fidence and appreciation which were are given an opportunity to render a
given utterance at a dinner, given in service of great value, both to the gov
honor of the members of the Board ernment and to the taxpayer * *
recently, in Washington, which was
Mr. Butler, in his introductory ad
attended by more than 300 lawyers, dress, said that whether the Board of
accountants, and government officials. Tax Appeals is a board or a court or a
Many complimentary things were said commission, or whatever it is, it is
about the creditable achievements of still engaged in deciding great cases.
the Board during its brief career.
He said that he believed all present
George Maurice Morris, of Washing endorsed the sentiments expressed by
ton, presided as toastmaster, and the Secretary Mellon. “If this Board con
speaking program included such men tinues to carry on its work in the same
as Charles Henry Butler of Maine, way in which it has demonstrated that
chairman of the federal committee on the work can be done, it will build up a
taxation of the American Bar Associa great body of tax law that will be
tion; Honorable David H. Blair, Com followed by the courts.’’
Senator Reed said that it appeared to
missioner of Internal Revenue; Honor
able David A. Reed, United States him that the Board is at one of the
Senator from Pennsylvania; Honorable- milestones of its career. “It has passed
William R. Green of Iowa, chairman of from the chrysalis of being a mere
the Ways and Means Committee of the administrative agency of the Treasury
House 'of Representatives; Honorable Department and has gotten along the
Reed Smoot, chairman of the Finance road to its future status as a court, and
Committee of the United States Senate; whether it reaches the maturity of a
Dr. Joseph J. Klein, president of the full-fledged butterfly depends wholly,
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I think, on the way it comports itself
in the immediate future. I have felt
often as I have watched the functioning
of the Board in its early stages, that it
had a little too much of the Bureau of
Internal Revenue spirit about it, and I
am speaking with full respect for that
Bureau.
“I do fear for the Board of Tax Ap
peals if the Board in the future shall
function only as an administrative
body, animated by that spirit which
ought to animate the Treasury Depart
ment of seeing that the Government
gets by any reasonable construction of
the law every bit of revenue to be
squeezed out of the language. If that
is the spirit that is going to animate
this Board, it is never going to reach
full maturity as a court. It is a thousand
times more important that the scales be
held even and that Congress be put to
the duty of correcting the law. I hope
that the time will come when the Board
of Tax Appeals will have arrived at the
court status just as the Board of General
Appraisal has arrived there. There will
be resistance to it. There always is in
the creation of a new tribunal, but if
you want to get perfect impartiality in
making judicial decisions it is my firm
belief that you must be given that con
stitutional protection that is given to
our American judges, tenure throughout
good behavior.”
Commissioner David H. Blair made
the point that never before the creation
of the Tax Board had the Government
been put in a position where it must
collect the taxes by law. Heretofore,
the Government collected its taxes first
and forced the taxpayer into court to
recover if the tax were illegally col
lected. Fear that the flow of revenue
might be seriously checked was ex
pressed by many, but Mr. Blair made
the statement that no great accumula
tion or damming up of the revenue has
(Continued on page 22)

Accounting for Building and Loan
Associations
Procedure Used in Important Branch of Banking
Plans of Organization
Forms of Records and
Statements Presented
By Kenneth C. Freeman
N the early years of the nineteenth is that every borrower is at the same
century, an urgent need began to be time a stockholder in the association.
felt for some kind of financial organ It is, therefore, evident that the capital
ization that would lend money toof the association is represented, not by
home-builders on no better security the par value of capital stock, but by
than the borrower’s ability to earn the dues plus interest and premiums
money to pay back the loan.
paid in by and due from members.
In 1831 an association which supplied
The stock of building and loan asso
this long felt want was formed in ciations is issued in shares, the face
Frankford, a suburb of Philadelphia. value of which is usually $2.00. Upon
This organization was the first building becoming a member of the association,
and loan association. Since that time, the stockholder agrees to pay for his
building and loan associations have stock in instalments, usually at the rate
assumed a constantly increasing prom of $1 per share per month. These
inence in the financial structure of this monthly instalments are called dues.
country, and in the United States today When these dues, plus profits or divi
there are few communities of 5,000 or dends credited to the stockholder, equal
more inhabitants that do not have at the face value of such share, the share
least one such organization.
matures or becomes paid up. The $zoo
may then be withdrawn by the share
Investment of Funds of
holder. When a member has borrowed
Building and Loan Associations
from the association, the maturing of a
share of stock registered in his name
Building and loan associations invest effects a reduction in his indebtedness to
their funds in improved real estate the amount of such share.
which their members are endeavoring
to purchase with funds loaned to them
Value of a Share of Stock
by the building and loan association.
These members, or borrowers, corre The value of an unmatured share of
spond closely to the depositors of sav building and loan association stock is
ings banks. A distinguishing feature not its par or face value, but the total
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No...............

THE IRVING BUILDING AND LOAN ASSOCIATION
Detroit, Michigan

Subscription Blank

...................................., 19

I hereby subscribe for .... instalment shares of stock in
THE IRVING BUILDING AND LOAN ASSOCIATION
at One Dollar ($1) per share per month.

Signature..............................................................

Street Address......................................................

City and State......................................................
SUBSCRIPTION BLANK
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value of payments or dues plus profits
credited to it. This value is the book
value of the share.
Another value which the share has
is its withdrawal value. If a member
wishes to withdraw from the associa
tion before the share has matured, he
may do so, receiving the withdrawal
value of the share, which value is
almost always less than the book value
of the share.

Flans Upon Which Building and
Loan Associations Are Organized
There are four principal plans upon
which building and loan associations
are organized. They are as follows:
1. The terminating plan.
2.. The serial plan.
3. The permanent plan.
4. The Dayton or Ohio plan.
The terminating flan was the first and
simplest worked out, and provides for
only one issue of stock. All of the
shares of stock are issued at the same
time and mature at the same time. On
becoming a member subsequent to the
date of issue of the stock, the pur
chaser pays the book value of the share
or shares purchased. In other words,
he pays back dues plus dividends that
have accumulated to the credit of the
stock since the date of original issue.
The serial flan, instead of providing
for only one issue of stock, provides for
several issues—say one in January and
another in July of each year. All shares
in any one issue mature on the same
date. The various issues are classified
according to the date issued. It will be
seen that at a particular time the value
of all the shares of any one issue will
be the same, whereas the value of the
shares of the various issues will be
entirely different. The value of the
shares of the series nearest to maturity
will, of course, be the greatest because

The Pace Student, August, 1926
report of the United States Commis
sioner of Labor for 1893. Under the
partnership plan, each series of stock
holders is considered as a partner. It
would not be feasible to determine the
profit earned by each individual dollar.
It is therefore necessary to have some
plan or formula by which an equitable
result may be obtained. This formula
under the partnership plan is to add

of the greater accumulation of profits
credited to that series.
The permanent plan provides for shares
of stock which are issued at no stated
intervals. Whenever one desires to
take out shares of stock, he may do so.
Each share may, therefore, be a separate
issue with a maturity date different
from every other share.
The Dayton or Ohio plan does not re
quire members to make specified pay
ments of dues each month, but permits
them to make payments at such times
and in such amounts as suit their con
venience.

Payments

Date

Under the terminating plan all that is
necessary to determine the rate of profit
to be distributed is to compute and com
pound interest on loans and to divide
the total interest received during the
period by the number of shares out
standing. This will give the rate of
profit per share.
When several series of stock, maturing
at as many different dates, have been
issued, the distribution of profits is a
complicated matter. The Dayton or
Ohio plan of operation makes this
distribution more complex than any
of the other plans. Among the many
methods of determining the proper
profit distribution, the better known are
the partnership plan and the Dexter
plan, commonly called “Dexter’s rule.’’
The purpose of the plans is to secure an
equitable distribution of profits among
the members of the association upon
the basis of the amounts they have con
tributed against the face value of the
shares listed in their names, and upon
the basis of the time that each dollar
paid by the association members has
been in the possession of the association.
The partnership plan is used by most
associations.
“Dexter’s rule’’ and
other methods may be found in the

With
drawals

Balance

Form

of

one to the total number of months a
series has run and divide by two. This
is the same as adding the first month
to the last and dividing by two. The
result, known as the “equated time,”
will be the average period of time for
which the association has had the use
of the money paid in in any one series
of stock.
The next step is to multiply the
“equated time” by the number of
dollars paid in on each share of the
series. This result multiplied by the
number of shares in the series gives the
“equated dues.” This formula is ap

CASH BOOK

Debit Side

Account

Dues

Interest

Premiums

plied to each series of stock. Using
the total “equated dues” for all series
as a common denominator for all series
and the “equated dues” for each series
as a numerator for each series, a frac
tion is obtained which, multiplied by
the total profits for the period, gives the
amount of profits apportionable to each
share of stock in each series. Adding
this amount to the amount paid in on

THE IRVING BUILDING AND LOAN
ASSOCIATION

Determining the Rate of Profit to
he Distributed

Date
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Fines

Insurance

Mortgages
or Loans
Repaid

Borrowed
Money

Sundries

Total
Account

F

Amount

No....

Date

Payments

With
drawals

Balance

Pass Book

the share, gives the book value of the
share as at the end of the period.
Terms of Withdrawals
The usual withdrawal value of a share
of stock is the total of dues paid in
thereon plus interest on such dues at
the rate of four per cent. per annum.
This rate of interest is usually much
lower than the average percentage of
profit made by the association.
In some instances, the association
will return to the withdrawing mem
ber, not only the total amount of dues
paid in by him, but also the total
amount of profits his share or shares
have earned during the time he has been
a member. In other words, the associa
tion returns to the withdrawing mem
ber the book value of his share or shares
of stock.
Loans

Credit Side

Or
der
No.

Dare

Mort
Account gage
Loans
Made

Stock
Loans
Made

Dues
on
With
drawals

Profits on
Withdrawals
and Interest
on Loans

Borrowed
Money
Repaid
Banks

Insur
ance

Sal
aries

Taxes, Print
Sundries
Legal
ing,
Ex
Adv.,
penses Post. Acct. F Amt.

Total

The investments of building and loan
associations are doubly secured:
1. By a mortgage lien on the bor
rower’s property.
By the borrower’s stock in the
association.
(Continued on page 20)

Accountancy as a Profession
Address to Graduating Class of Oklahoma School
of Accountancy
Qualities Necessary for Profes
sional Success
Relation of Practitioner to Client
By Hugh Godfrey Humphreys
ACCOUNTANCY is a noble pro

fession. The Rotarian slogan:
“He profits most who serves
best” is particularly applicable to ac
countancy. I shall not try to persuade
you why you should choose account
ancy for a professional career because
J. Pryse Goodwin has written a paper
in which he points out the advan
tages of the accountancy profession and
I would recommend that you read his
paper. I believe it has been published
in The Pace Student. The demand for
the accountant’s services is becoming
more pronounced every day and for
those who have the qualifications, no
difficulty should be experienced in find
ing a position. However, the demand is
greater in large cities like New York
and it is well for the beginner to serve
his apprenticeship in the big city before
settling down in his home town to
practice.

Certain Personal Qualities
Necessary
One having elected to build his career
through accountancy, there are certain
virtues and qualities that he should
hold as ideals, that would shine in his
personality. The accountant should
strictly observe natural laws in order
that he may be in good physical and
mental condition and he should so
arrange his personal affairs that he
lives within his means and is not wor
ried with loans and insurance premiums
falling due without having made pre
paration to meet these obligations;
and it is an advantage to live simply,
not only when he is spending his own
money but when he is spending his
client’s money; he is then on safe ten
able moral grounds when he is criticis
ing over-expenditure on the part of
others.
He should try to be moderate in all
things; and should value character over
16

reputation; evidence over mere testi
mony; specific explanatory information
over platitudes and generalities; and
he should value pride of accomplish
ment over compensation or emolument.
He should place the proper value bn
time, for time is fleeting; he should not
allow himself to be hurried but take
time to orientate, which is to say that
he should determine the scope of his
work before starting; he should not
argue merely for the sake of arguing;
and he should build up a file classified
under subjects of all his special exper
iences to serve as a reference when met
with similar situations later on in his
career. He should not waste time and
should try to equip himself with time
saving devices.
Express Opinions to
Interested Parties Only

He should be independent and fearless
but not arrogant, and he certainly
should not be pusillanimous and weakkneed. He should not express curbstone
opinions or express an opinion at all
unless it be to the proper interested
party and then only when he has all the
facts. He should be willing to acknowl
edge his ignorance to his superior, be
cause, by so doing, he will gain knowl
edge of incalculable value. He should
develop the capacity for logical analy
sis; realize that want of care does us
more damage than want of knowledge
and that genius is the capacity for
taking pains and separating the essen
tials from the non-essentials.

Age of Specialists
This is an age of specialists and notwith
standing that an accountant may be
fortified with a thorough knowledge of
the general principles of accounting, he
may find himself at a disadvantage in
discussing the accounts of a given indus

try with an accountant of meager gen
eral knowledge who has specialized in
the accounts of that given industry.
In keeping with this idea, it is interest
ing to note that accounting is now
taught by the “case” method by which
every contingency that may arise in
connection with the accounts of a
given industry are studied, thus afford
ing the pupil a thoroughly complete
insight into the affairs of a specific
case. These studies assist the public
accountant in his discussions with
specialists as I have described them.
The accountant whose books are being
audited reasonably expects to learn
something from his auditor and, of
course, the auditor cannot presume to
teach something that he does not know,
neither can anyone else; furthermore,
one is not justified in criticising an
other’s performance that he cannot do
better himself. It is, therefore, impera
tive that an accountant should be
equipped with a thorough technique in
order that he may be able to analyze
any accounting situation; he must not
depend upon theory learned from books
on the ground that “it must be right
because it says so in the book.” On the
contrary, he must, from practical exper
ience, know how to open a set of books
so that the opening entries serve as a
record whereby a detailed initial balance
sheet may be prepared therefrom; and he
must know how to close the books so
that the closing entries of themselves
show the net results divided by depart
ments and not, as often is the case, close

the profit and loss accounts into surplus
by means of a voucher consisting of a
lot of jumbled up dislocated debits and
credits; in short, he must be orderly and
thorough and know how to teach others
to be likewise. In making adjustments,
he should be explicit in stating the
reason for any adjustments; he should
show the entries (a) per books (b)
as should be, (c) the difference being

the elements of the adjustment journal
entry. The transactions of almost any
concern can be broadly described as
cash, merchandise, and services in, cash,
merchandise, and services out, with
certain valuation adjustments in the
form of reserves and accruals. The
general formula of the accountant is:
(a) to be accounted for, (b) accounted
for thus: after which follows your
finding; as for example: the operating
transactions, capital paid in, and divi
dends paid is made up of the difference
between the balance sheet at the begin
ning of the period and the balance
sheet at the end of the period. So much
for technique.
Get Broad Picture of Client's System
On commencing an engagement, the
accountant in charge will set his mind
towards getting a broad picture of the
client’s status as quickly as possible;
he should exercise a sense of proportion
and not get lost in trifling detail; and,
of course, he should concentrate en
tirely on the engagement in hand. By
getting this broad picture of the client’s
position, he is thus enabled to assign
work to his assistants that is construc
tive and not haphazard or experimental;
and he is also in position to satisfy the
client that he has a reasonable under
standing of the work in hand which is
always reassuring to the client that the
work is being done competently. The
auditor should, of course, study the
client’s accounting procedure in order
that he may learn the extent of the
internal audit that he can accept with
out verification. It often happens that
an auditor is asked to analyze a set of
accounts that, to do so, wouldbeequiva
lent to unscrambling an egg, the records
being so jumbled and incomplete that
an audit is impracticable; of course,
in such a situation, there is only one
answer: it cannot be done. The auditor
in charge should construct his post
proof and analyses in such a way that
he may be able to point out to the client
that it would be of advantage to the
client as well as to the auditor’s firm to
have continuous audits made in monthly
or quarterly periods. This is a very
important point to be considered in
the practice of accountancy, for the
reason that most clients close their
books at the end of the calendar year
and expect to receive prompt and pre
ferred service on the part of the audi
tors who, at that time, are often over
whelmed with engagements which
make pressing demands on their time
over the first three months of the year,
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after which business drops into a state
of comparative, innocuous desuetude
over the rest of the year.

(sometimes called net worth) as a going
concern or as a liquidating concern. At
least, these thoughts should be in the
mind of the reporting auditor as some
thing desirable which, of course, would
be limited by the special nature of the
engagement. And thereby hangs a tale;
be careful not to issue a balance sheet
for one purpose that your client may
use for another purpose; if the balance
sheet is to have a limited use, such
limitations of use should be indicated
thereon, together with any qualifica
tions or reservations.

Consider Client's Point of View
In preparing his report, the auditor must
remember that he is addressing the
entire outside world so far as it is
interested in the affairs covered by his
report: stockholders, prospective stock
holders, management, creditors, bank
ers, county, state, and Federal Govern
ment. The auditor should regard the
undertaking from the viewpoint of the
proprietor which, I think, is an excel
lent application of the Golden Rule.
He must tell the truth as he sees it with
out the use of ambiguous language and
verbiage, without painting the lily,
gilding refined gold, or expatiating
upon the obvious; any statement to be
truly stated must be complete and must
be simple, thus it contains the elements
of equity itself. A good test of auditing
and reporting is provided in the require
ments for listing on the Stock Exchange,
so also is the experience of carrying
from inception until released by court
proceedings the accounts of a concern
in bankruptcy or the accounts of a
decedent’s estate. I recommend a study
of these particular problems as being of
incalculable value in enabling the re
porting auditor to learn something of
the viewpoint of the financial and the
legal world. The report should not be
unnecessarily long and should be divided
into two divisions, the synthetic and
the analytic. In addressing his client
through his report, he should present
the balance sheet, profit and loss and
surplus accounts in condensed form, in
comparison with the same accounts,
respectively, at the beginning of the
year and draw from these comparisons
a few truths that he may comment
upon. The second division should
state the balance sheet, profit and loss
account, and surplus in details as may be
essential, with some clear constructive
comment as may be called for. If the
statements are not in agreement with
the books, an appendix should be
included in the report reciting the
journal entry necessary to reconcile the
accounts with the books. It is better,
however, to have these adjustment
entries made before releasing the report
to the client but that is not always
practicable. The report should be so
drawn up that any intelligent reader
might learn therefrom what the earning
power of each department of the con
cern was, the amount of surplus avail
able for dividends, the book equity

Accountant an Adviser

The public accountant may be called in
to act in an advisory capacity, possibly
to build or rebuild an organization;
systematize the accounts and office pro
cedure, or to advise with regard to
budgets and capital expenditures. One
of the most important considerations
in organization is the personnel: Are
the employees satisfied? Are the indus
trial relations fair and reasonable? Do
the employees own stock? Do they
receive a bonus? Have they group insur
ance protection? Are there round pegs
in square holes and square pegs in round
holes? Who are bonded and why? The
necessary step is to make a functional
chart of the organization divided by
departments, one for each operating
department, one for each service de
partment, one for the administrative
department, and a synthetic chart for
the organization as a whole beginning
with the stockholders and ending with
all departments as units. This chart, if
studied out to the ultimate, will enable
the organizer to determine where func
tions should be centralized and decen
tralized and, in this way, responsibility
and sub-responsibility may be assigned
for the discharge of each function, and
with such responsibility should go com
mensurate authority. He will not ad
vise as to physical operations but he
will provide a check against loss of
tangible property of every description
belonging to the company, fixed: and
current; he may draw up a chart of
accounts giving definite numbers to
each title and indicate what shall be
debited and what shall be credited to
each account and, in addition, he may
prepare written instructions which
should be followed in preparing all
financial and statistical reports at the
close of each accounting period; he
may draw up a corporate programme, a
tax programme, and an insurance pro
gramme, as well as a programme for
special and contingent matters, which
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would insure everything being done in
the right way at the right time.' The
whole scheme should be drawn up
with the thought in mind that the
investment of the organization may
make the most money in an honorable
way. The financial statements should,
therefore, be drawn up so that valuable
statistics may be compiled therefrom
in order to develop certain essential
ratios as to turn-over, relation of cur
rent assets to liabilities, divided by
departments, etc. The accountant’s
advice may also be sought in questions
of budgeting procedure, and the best
results in this connection are had by
drawing up the forecast in the same
form as the actual accounts will be
drawn up later, the forecast being
merely a prediction of what the actual
accounts will be. Problems in connec
tion with outside financing and diffi
culties arising through seasonal fluc
tuations often form subjects calling for
the advice of the public accountant,
and he is often called in to advise in
connection with trust indentures, con
tracts on joint ventures involving intri
cate present and contingent features,
etc.
Be Open-minded
Admitting that your ability encom
passes everything that I have said, you
must not forget that Michael Angelo
was lead blind into St. Peter’s in Rome
and that he went over the various
statues and decorations with his won
derful hands, and although he was
ninety years of age at the time, he
exclaimed: “I still learn.”
I think it will be generally admitted
that the accountant’s life would be a
busy one if he participated in all the
activities I have outlined. Of course,
he is entitled to his share of life and
happiness, but I am sure he will get lots
of thrills from his work, particularly
if he is of the eagle type who is not
afraid to fly up into the clear air of the
empyrean rather than an oyster living
snugly as a shut-in within his shell.
Select your friends carefully and when
their friendship is proven, stick to them
and be true to them; there is nothing in
the world like true friendship. On
ruminating on the question as to what
constitutes a complete and wholesome
life, I am always drawn to that beauti
ful poem of Longfellow’s, ‘‘The Village
Blacksmith.”

Bills Receivable Record
Method of Handling Note Trans
actions
Illustrative Journal
Entries
Form of Record
HE designing of a bills receivable
At the end of each month, a recapitu
record becomes an important lation is made of the notes that were
matter when a concern receives entered in the note register during that
hundreds or thousands of notes receiv
month.

This recapitulation necessi
able from its customers during each tates examining each page and deter
month. Some of these notes may be mining the total of the notes entered
held until maturity, and others may be during the month. For example, from
discounted. Such a condition is likely the form illustrated, it appears that
to be found, for example, in a whole $1,750 of notes were received in Janu
sale tobacco house and in the affairs of ary that bore maturity dates in Feb
a dealer in furs or machinery. In the ruary. Similar entries would have
three instances mentioned, a series of been made on sheets for March, April,
notes is often received from a single May, etc. Assume that the March
customer, the notes maturing at sheet showed entries aggregating
monthly intervals. Some of the ma $1,000, that the April sheet showed
turity dates are six, eight, ten, or even entries aggregating $2,500, and that
twelve months or more from the dates the May sheet showed entries aggre
gating $3,000, it will be apparent that
of the notes.
An acceptable method of recording $8,250 of notes dated in January had
transactions in notes, which eliminates been entered on the bill register.
On the basis of the recapitulation so
much of the difficulty ordinarily met
with in making the record and in keep made, entries would be made in the
ing track of the notes, is discussed journal as follows:
below. A register of notes is provided,
as shown by Form 1. A page in the NOTES RECEIVABLE......... $8,250.00
TO CUSTOMERS’ CON
register (or several pages if necessary)
TROL...........................
$8,250.00
is provided for a particular month. For notes
received in January,
When a note is received, it is entered
entered in note register, as
on the page in the note register pro
follows:
vided for the month in which the note Folio
will mature.
1 Maturing in Feb. $1,750.00
From day to day posting is made from 2 Maturing in Mar. 1,000.00
the bills receivable register to the credit 3 Maturing in April 2,500.00
of the customers’ accounts. The posting 4 Maturing in May 3,000.00
is made as of the date of the note and
$8,150.00
not the maturity date.

T

BILLS RECEIVABLE, FEBRUARY, 19.
Date
ofNote

From Whom
Received

Posted to
Customers’
Ledger
Folio

Amount

Time

Due
Date

Payable at

Discounted

Jan. 15

William Jones.

65

$500 00 1 mo.

Feb. 15

National Park Bank.

28

E. C. Fields...

72

1,000 00 1 mo.

Feb. 28

His office..................

30

George French

105

250 00 1 mo.

Feb. 28

His office..................

Quick decision is not always snap decision;
often it is decision matured by experience.
Form 1

Remarks

Amount

Date

Paid Feb. 15

Feb.

1

$250

00

Renewed Feb.28 by
note 30 days

August, 1926
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Under this plan the notes maturing
during the month are listed in con
venient form for collection, and the
details of all bills on hand can be
secured from the pages for the current
month and succeeding months.
When a note is collected, entry is
made in the cash-book. The cash-book
contains a special column on the re
ceipts side in which collections of notes
are recorded. On the basis of the cash
book entries, notation is made in the
remarks column in the note register to
indicate the fact that payment has been
made. At the end of the month, the
effect of the entries made in the cash
book is as follows:
CASH................................................. XX
TO NOTES RECEIVABLE..........
For collection.

On the last day of the month in
which the notes mature, the amount
column under the heading “discounted”
in the notes receivable register is footed.
The total of this column represents the
amount of notes that have been pre
viously discounted that have matured.
On the basis of this information appro
priate journal entry is passed as follows:
NOTES RECEIVABLE
DISCOUNTED.............................. XX
TO NOTES RECEIVABLE.......
For notes receivable discounted that
have matured.

Should a note that has been dis
counted turn out to be uncollectible,
the bank charges the concern with the
amount of such note, and with inci
dental items such as interest, protest
fees, and the like. The amount so
charged against the concern is entered
on the credit side of the cash-book as a
disbursement. The effect of the entry,
in regard to the principal amount of
the note only is indicated in journal
entry form as follows:

XX

If for any reason a note is not col
lected, an appropriate journal entry is
passed as follows:
CUSTOMERS’ CONTROL............... XX
TO NOTES RECEIVABLE..........
For note dishonored.

XX

The charge is posted to the account
of the customer in the customers’
ledger, and appropriate notation is
made in the remarks column of the bill
register from the credit part of the
journal entry.
If a note is renewed, entry is passed in
the journal as follows:
CUSTOMERS’CONTROL..............
TO BILLS RECEIVABLE............
For note due today renewed.

XX
XX

The account with the customer in
the subsidiary ledger is charged with
the amount debited in the entry and
appropriate explanation is posted to
the notes receivable register from the
credit part of the entries. The new note
is then entered on a new page in the
notes receivable register, just as though
it had been received as an original
matter.
Many of the notes are discounted.
Entry is made in the cash-book for
such notes, and the amounts are ex
tended to a special column in the cash
book, which is designated by the head
ing “notes receivable discounted.’’ The
facts respecting the discount are posted
from the cash-book to the column in the
bills receivable register entitled “dis
counted.” The effect of the entry in
the cash-book is indicated in the follow
ing journal entry:
CASH................................................. XX
TO NOTES RECEIVABLE
DISCOUNTED...........................
For notes discounted at bank.

XX

XX

William L. Keating, C.P.A.
A NOUNCEMENT has recently
N
been made that Mr. William L.
Keating, C.P.A., Connecticut, was
admitted to the partnership of Philip
N. Miller
Company, public ac
countants and auditors, on June 1,
1926. Mr. Keating will be resident
partner in charge of the Bridgeport,
Connecticut, office.
Mr. Keating was born in Derby,
Connecticut, November 19, 1890. He
graduated from high school in 1906,
and since that time for twenty years
has been continuously engaged in in
dustrial cost accounting investiga
tions, reports to bankers, system work,
and constructive accounting. Mr.
Keating started the Pace Course in
Accountancy in September, 1919, and
completed it in February, 1922. He
secured his Connecticut C.P.A. certifi
cate in July, 1924. Several years ago,
Mr. Keating joined the staff of Philip
N. Miller & Company in New York
as a senior accountant, and made such
an excellent record that he has been ad
mitted to the firm. Mr. Miller, senior
partner of Philip N. Miller & Co. is a
former Pace Institute student and a
former member of the Institute faculty.
Mr. Keating is a worthy addition
to the long list of Pace Institute men
who are engaged in successful account
ancy practice.

CUSTOMERS’CONTROL.............. XX
TO CASH.......................................
For customer’s note previously dis
counted not paid at maturity.

XX

The foregoing plan is particularly
suitable, as has been indicated, to the
accounting for a concern that receives
numerous bills receivable. If only a
small number of notes are received, the
plan is likely to prove cumbersome.

B. J. McGinn,
of the American Surety Co.,
says.'
"D
EFALCATIONS
by employees
handling money and securities
are on the increase. Fashions change in
crime as they do in medicine. Today
the desire to own an automobile lies
at the bottom of the peculations of
many employees. It is not always the
joy rider who steals, either, it is often
the young married man whose wife in
sists on having a car in addition to a
fur coat, platinum jewelry and all the
other luxuries of modern life.
“Another factor has been the move
ment to the suburbs where competition
among neighbors in regard to cars,
radio sets and so on has been too much
for the salaried man.”
Note: Mr. McGinn is an old-time Pace
student.
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just inside the front and back cover of
the pass book, is somewhat as follows:
* ‘This pass book represents the owner
ship of ............................ instalment
shares of ‘THE IRVING BUILDING
AND LOAN ASSOCIATION’ of the
matured value of $...................
“1. The holder agrees to purchase
these shares by the payment of $...........

Accounting for Building and Loan
Associations
(Continued from page 15)

If the member is going to build on a or in liquidation of stock that has
lot he owns, the value of the lot and matured.
the building when completed are taken
into consideration by the board of
THE IRVING BUILDING AND LOAN ASSOCIATION
directors or a committee of the board.
Statement of Receipts and Disbursements
If it is decided that the association will
for Year Ended December 31,.......
be safe in making the loan, provision
Disbursements
Receipts
is made for a mortgage on the lot and
Mortgage Loans Made.........................
Balance, January 1,......................
Stock Loans Made.............................
Dues................... ..........................
building. In the case of a completed
Dues on Withdrawals and Interest on
Interest...........................................
building, the board decides upon the
Loans..................................................
Premiums.......................................
possible selling price of such building,
Borrowed Money Repaid Banks.........
Fines...............................................
and if the loan is approved, usually
Taxes and Legal Expense. ....................
Insurance........................................
Insurance................................................
Mortgage or Stock Loans Repaid.
requires that the borrower pay part of
Salaries...................................................
Borrowed Money..........................
the purchase price.
Printing, etc...........................................
Loans may be made in the order in
Balance, December 31,...................
which applications are received and at
a fixed rate of interest, say one-half of
one per cent. per month, without prem
iums. Or, money available for the loans
Form B.
may be auctioned to the highest bidder,
each month (before the last day of the
The
principal
book
of
account
is
the
that is,to the member who is willing to
make the largest payment of interest in cash-book. In addition to this record, month) until the shares mature.
“2. These shares will mature and
advance or pay the largest premium for there is a roll book (somewhat similar
to the stock book of a corporation), be payable at their full value when the
the loan.
monthly instalments, regularly made,
When the loan is made on the security and a loan register.
with the dividends compounded, equal
of the member’s stock in the associa
Subscription Blank
tion, he is required to sign a note in
......... .
favor of the association, authorizing When one desires to become a member
“3. Dividends at the highest rate
it to sell the shares he has deposited of a building and loan association, he declared by the Association will be
as collateral, if he does not meet his fills in a subscription blank similar in credited to these shares semi-annually,
note with interest at maturity. He is form to the one which appears on page in January and June, according to ac
also required to assign his shares of 14.
cumulated monthly balances.
stock to the association.
Pass Book
“4. Withdrawal of these shares may
After a member has filled in the sub be made before maturity. Upon such
Accounting System
scription blank and paid the entrance withdrawal, the holder shall be en
All the transactions of a building and fee, if any, a pass book is issued to him. titled to receive a return of the amounts
loan association being on a cash basis, This book is similar in form to the pass paid, but only 90% of the dividends
the accounting system is naturally not a book of a bank, including, in addition credited.
“5. There are no fines for non
complicated one. The association re to the account part of the book, the
ceives income in the form of cash number of the member on the roll book, payment of the monthly instalments,
receipts of dues, interest, premiums, the number of the series of stock he but if this account at any time becomes
fines, loans paid back and entrance fees. subscribed for, and a copy of the con in arrears to the extent of twelve
It pays its expenses in cash, and makes stitution and by-laws of the association. months’ payments, these shares will be
cash disbursements in the form of loans
The more important matter, usually cancelled, and the payments thereon,
THE IRVING BUILDING AND LOAN ASSOCIATION
MEMBERS’ ROLL BOOK

Book
No.

No. of Members’ Names, Addresses
Shares
and Details

Items and
Amounts

April

Jan.

Dr. Cr.

Dr. Cr

May

June

July

Aug.

Sept.

Year’s
Total

Year’s
Balance

Dr. Cr

Dr. Cr.

Dr Cr
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with 90% of the dividends, will be
transferred by the Association to a sus
pense account, subject to withdrawal by
the member, and thereafter to be
credited with interest semi-annually
at the rate of four and one-half per cent.
per annum.
“6. Advance payments may be made,
but for not more than a year in advance
at any time.
“7. This book must accompany all
payments, and all notices to withdraw.
“8. No assignment or transfer of
this pass book or the shares or moneys
represented thereby, or any part thereof,
shall be binding upon the Association
unless the same shall be in the form
prescribed by the Association and the
acceptance thereof satisfactorily at
tested by the signature of the new
owner of the account.
“9. Members who make payments
through the mails must send the pass
book with the remittance. Money
may be sent by registered mail or by
postal or express money order or by

THE IRVING BUILDING AND LOAN ASSOCIATION
Statement of Stock Valuation

Series

Mortgage Loans
Book No. Amount

Stock Loans
Book No.
Amount

Form

record of all cash receipts in a daily
cash receipts book which is used for
summarizing cash receipts before post
ing them to the cash-book proper.

December

31,.......

Liabilities
Due Stockholders.................................. $
Bills Payable.........................................
Interest Accrued....................................
Dues Paid in Advance...........................
Surplus...................................................

Form

check. The Association will return the
book properly receipted.”
A form of pass book is illustrated
on page 15.

Roll Book
The form of roll book is illustrated
on page 2.0.
This record is a very important one
and is kept by the secretary. He enters,
opposite each member’s name, the
amount of monthly dues, interest, and

Withdrawal
Value per Share

Books Paid in Advance
Book No.
Amount

$

$

Statement of Assets and Liabilities
as at

Books in Arrears
Book No.
Amount

$

$

Value
per Share

Paid on
Each Share

Shares
Loaned

No. of
Shares

THE IRVING BUILDING AND LOAN ASSOCIATION

Assets
Cash in Bank......................................... $
Unpaid Dues...........................................
Stock Loans...........................................
Real Estate Loans.................................
Furniture and Fixtures..........................

payments out of the funds of the asso
ciation, he must receive from the board
of directors, an order drawn on him by
the board, signed by the president, and
countersigned by the secretary. The
form of cash-book is shown on page 15.

premium. At each monthly meeting,
in the debit column for that month, he
enters the charges then due. As they
are paid, he enters the payments in the
credit column for that month, opposite
the debits or charges. He also keeps a

A.

Loan Register
Upon making a loan, it is the duty of
the secretary to enter in the loan register
a full description of the property, the
amount for which it is insured, the
name of the company in which it is
insured, its assessed valuation, and
other pertinent facts. A form of loan
register appears on this page.

Annual Report

C.

Cash Book

On the debit side of the cash-book illus
trated are entered the cash receipts of
each monthly meeting, distribution
being made in the proper columns, the
total receipts for the meeting being
shown in the “Total” column.
The credit side of the cash-book
shows all cash expenditures classified
in proper distribution columns.
Before the treasurer, whose duty it is
to keep the cash-book, can make any

At the end of the fiscal year, or the
calendar year, as the case may be, build
ing and loan associations prepare what
is known as an annual report. This
annual report is sent to the state bank
ing examiner, or the superintendent of
banks, in the states where building and
loan associations are under the super
vision of a state department. This
report, usually in a somewhat modified
form, is also sent to present and prospec
tive stockholders. Particular attention
is called to the Statement of Stock
Valuation, the Statement of Receipts and
Disbursements and the Statement of
Assets and Liabilities. These forms
(A, B, C) which are used in the annual
report are shown on this page and
page 2.0.

THE IRVING BUILDING AND LOAN ASSOCIATION
LOAN REGISTER

Size
of Lot

Company

Fire Insurance
Amount

Expires

Mortgage
Clause

Policy
No.

Title
Company

Stock
Assigned

Date

Recorded
Book No.

Page

Location
of Property

Ward

Building

Assessed Value
Date
Amount

Mortgage Card
Made Out

12.
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The Work of the Board of Tax Appeals
(Continued from page 13)

sales, the following may be used:
“To find the percentage which any
of the detail items bears to the total
sum divide the total sum into 100.
Using that result as a fixed multiplier,
multiply each of the individual items
and the respective results obtained will
be the percentages which the individual
items bear to the total.

Chairman Korner of the Board asked
resulted from the creation of this Board.
“Its operations have unquestionably for an observance by the tax bar of the
been a success measured by the quantity Board’s rules, which, he said, were
of the work and by its quality. It is a born of experience, each one of them
“The
rather remarkable thing, I think, that representing an experience.
Example:
the Board should have operated this rules,” he pointed out, “are not hit
Class
Amounts
long and that there should only have or miss, or based on theory alone, but
1
$ 28,246.21
2
142,938.96
been some half a dozen cases appealed have evolved out of the circumstances
3
43,277.31
to the courts by the taxpayers and but and problems arising out of nearly two
4
85,468.37
four by the Bureau of Internal Revenue. years of work.
5
121
,946.39
“If we are going to do this work,
“It is a gigantic task that you mem
6
10,241.46
bers of the Board have. * * * The we must play the game and play it ac
7
40,875.42
8
15,238.96
large number of appeals has been rather cording to rules, and while I know that
9
12,432.21
alarming, but that came about by rea many people think that rules of evi
10
34,478.54
son of the fact that the two years, 1920 dence and rules of procedure slow down
11
18,376.45
and 1921, were barred by the Statute and hamper courts and boards, I am
$563,510.18
of Limitations on the 15th of March, sure this is not true in the long run,
563,510.18 divided into 100 equals
.000177455
and the result was that a large number and when finally analyzed, playing the Item
No. 1 28,246.21 X .000177455 = 5.124%
of jeopardy assessments were made and game according to the rules will make
hence appeals to the Board. That the game faster. This is the experience “A little experience will soon permit
the operator to work without the use
situation is not as alarming as it appears of Anglo-Saxon jurisprudence.”
The thought expressed at this dinner of the decimal point and the numerous
on its face.”
Mr. Blair said that his Bureau is seems to be the opinion of the taxpaying ciphers.”
taking every step now to keep away public as to the excellent results ob
from the Board the cases that should tained by the Board of Tax Appeals.
not go to it. The attitude of the Bureau The record is one of which the Board
now is to notify the taxpayer to come and its members may well be proud.
in and settle his case before the Bureau
if possible. He asked for friendly co
operation, not only between the tax Method of Calculating
THE Institute has on
payers and their representatives and the
Bureau, but between the Bureau and Percentage
hand at the Cashier’s
the members of the Board of Tax Ap
office a limited supply of
HE following method for calculat
peals.
Pace monogram pins. They
Chairman Green of the Ways and
ing percentage has been submitted
by Allan Muddiman, C.P.A., of Wash are supplied in two grades
Means Committee said that all doubts
as to whether the Board might func ington, D. C.:
—gold and gold-plated—
tion successfully have been overcome.
“Being a graduate of your course I
He said that the Board has a high func read The Pace Student always with
with pin fasteners. The
tion. “This country came into being interest.
pin fasteners have a pat
"In your May 1926 number, on page
through a controversy over taxation
matters. Nations have risen and fallen, 19, there is an article entitled ‘Useful
ented safety catch.
dependent upon the way that the taxa Mathematical Expedient. ’ It deals with
tion was levied and the manner in a method for the calculation of per
While the present supply
which it was enforced. * * * To my centages of individual items to a total
lasts they may be pur
mind the perpetuation of our institu of those items.
“I think it would be proper to follow
tions and the preservation of this
chased at the following
government depends upon the fairness the article with the direct method for
prices.:
with which our tax laws are executed making the calculations with no more
and the principles which they carry.
loss of time and with assurance of
“The Board of Tax Appeals has accuracy.
Gold................... $1.00
devolving upon it a great duty of show
“I recommend, therefore, the follow
Gold-plated............. 60
ing as best it can through its decisions ing ‘Method of Calculating Percentage
that the taxes levied by this govern of Individual Items to a Given Sum.’
“In the instances in which it becomes
ment rest upon the solid ground of
PACE INSTITUTE
necessary to find the percentage which
equity and justice. * * *”
Senator Reed Smoot said that he numerous items bear to a given sum,
Cashier’s Office
knew that the present tax bill is not and particularly in ascertaining the rela
perfect, but that he knows also that tion of classification of percentage of
30 Church St., New York
it is a great advance over any other bill detail sales to sales or percentage of
the country has ever had.
detail expense to total expense or total

Pace Pins

T

Frederick A. Ross
HE death of Frederick A. Ross re

Men felt no hesitation in turning to

countancy, and one of the most thor
ough-going practitioners of those serv
ing the American business public. For
more than a quarter of a century he had
followed this calling assiduously, and
during all of that time he was noted for
his constant delving into the problems
of accountancy, for his thoroughgoing
methods of practice, and for his continu
ing efforts to advance the science of ac
countancy. The profession, with his
passing, loses one of its most valuable
adherents from the research and educa
tional point of view.
Though not an educator himself,
Mr. Ross had for years interested him
self in the training of young men in the
accountancy field. Through his own
firm he had trained many accountants
in the intricacies of their profession,
and had, by his insistence on exact
compliance with what he conceived to
be the best practices of the profession,
instilled in these men ideals which
have been of the greatest value to them
and to the profession.
To the many inquirers from the ranks
of young men who planned to make
accountancy their life work—inquirers
who turned naturally to him, as a leader
in the profession, for guidance and
counsel—Mr. Ross was always ready
to make suggestions as to plans for a
course of study. His own career, too,
was an inspiration to these young men,
for he had risen to a high place in the
profession, from an unpretentious start.
A constant reader and student to the
time of his death, Mr. Ross extracted
from the fields of economics and history
facts which had an important bearing
on his chosen profession, and the in
formation thus gained was passed along
to his associates, to young men, and to
others in the profession, by word of
mouth and occasionally through the
medium of the printed page, or of a
technical paper. It was his particular
delight to engage in discussions with
his associates, particularly younger
accountants, on intricate points of ac
counting practice and on questions of
economics, in the course of which he
passed along much of the valuable
information he had gained in his wide
reading and still wider experience in
accounting work.

ceed with knotty problems. In review
ing articles, addresses, or reports sub
mitted to him for criticism, his precision
in expression immediately captured
one’s interest and admiration, and in
delivering a criticism his modesty and
courtesy in presentation induced, and
even compelled, one to come back for
more.

moves from the accountancy field Mr. Ross for criticism of their work,
Tone
of the most devoted students of acand

for suggestions as to how to pro

Frederick A. Ross

1863-1926

Perhaps the outstanding feature of
Mr. Ross’s personality was his passion
for exactitude. His career is an exempli
fication of this characteristic so neces
sary for the successful practice of ac
countancy, and it was in this quality
in particular that he served as an exam
ple to younger practitioners, demon
strating to them that this quality,
which is expected as a matter of course
in accountants, will, if developed to a
high degree, be an important factor in
bringing success to those who follow
his calling. Much of the success at
tained by Mr. Ross is ascribed by his
associates to this one trait.
“The most minute detail had to be
as precise as the multiplication table,’’
said one of Mr. Ross’s co-workers.
He loathed approximations. Compu
tations had to be carried out and
proved to suit him. Likewise, in any

presentation of facts, in the form of
written reports or statements, no spec
ious arguments would get past him.
One had to be prepared at all times to
prove assertions made. He was selec
tive in his processes. Though austere
in his demeanor, and of the serious
minded type which does not under
estimate responsibilities, Mr. Ross was
approachable and ever willing to help
others to work out solutions to intri
cate problems.’’
Mr. Ross’s pleasures were of the
simplest character. He seldom indulged
in recreation other than his annual
vacation, and during late years did not
travel much. A deep interest in civic
matters was shown by Mr. Ross, as
evidenced by his membership in a
number of organizations outside the
field of his profession.
It was but a few years after the pas
sage of the first certified public account
ant law in the United States, by the
State of New York in 1896, that Mr.
Ross entered the public practice of ac
countancy. Born in Brooklyn, N. Y.,
July 31, 1863, educated in the public and
high schools, he had had some early
manufacturing and commercial exper
ience in connection with accounting
before he offered his services to the
public. He became associated, in 1903,
with the firm of Marwick, Mitchell &
Company, now Peat, Marwick, Mit
chell & Company, and until his death
he was with that firm, in which he be
came a partner two years after joining
its staff.
Mr. Ross spent several years in
Minneapolis and for nearly five years
he was stationed at Portland, Ore.,
still later he was stationed in Chicago
and it was not until comparatively
recent years that he came to New York.
Mr. Ross was a member of the Ameri
can Association of Accountants, and,
in 1916, became a member of the
American Institute of Accountants when
that organization succeeded the asso
ciation. In 1920 Mr. Ross was elected
a member of the council of the Insti
tute, and served his term of five years.
In 1923 and 1924 he served as a member
of the executive committee of the Insti
tute. In 1925 he was elected a vicepresident of the Institute, an office
which he held at the time of his death.
He was a certified public accountant of
Wisconsin and of Minnesota, and a
23
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Chartered Accountant of British Colum
bia. He was a member of the Oregon
State Society of Certified Public Ac
countants; of the Minneapolis Society
of Fine Arts; of the Metropolitan
Museum of Art; of the Uptown Club,
New York; and of the Union League
Club, Chicago. Mr. Ross was married
in 1888 to Mary Seymour Raymond,
and had three children, Raymond
Frederick, Howard Seymour, and Helen.
The first named died about five years
ago. Mr. Ross made his town home at
21 E. 66th Street, and had also a home
at New Canaan, Conn., where he was
buried July 2.nd, with services in the
chapel of the New Canaan Cemetery.
Mr. Ross succumbed, on June 30th,
to a malady which had held him in its
grip for two years—angina pectoris.
He virtually died in harness, for, in
spite of his serious affliction, he had
been steadily engaged at his business
tasks up to June 2.5th, with the excep
tion of brief periods when his illness
confined him to his home.
With the passing of Frederick A. Ross
the profession of accountancy loses one
of its foremost exponents and most
respected practitioners, a man who by
his force of personality and meticulous
adherence to the highest tenets of his
calling had won for himself an enviable
place in the business world, and the
confidence and admiration of an ever
widening circle.
I*

The C.P.A. and the Board of
Tax Appeals
(Continued from page 12)

(6) That we congratulate the citizens
of the Republic in being served by so
ideal a group; that we felicitate prac
titioners in the privilege of addressing
themselves to so thoroughly trained,
courteous, upright, and human men;
and that we envy the members of the
board in their privilege of service; that
we pay tribute to their high attain
ments, and that we bear witness to the
confidence, esteem, and regard in which
they are held by all who have dealings
with them.
HENRY J. BORNHOFFT, C.P.A.
(Mass.), formerly a member of the
faculty of Pace Institute, is now an
associate professor of accounting at
Boston University.

L. K. WATKINS (C.P.A.), announces
the removal of his offices to 2019 Liberty
Bank Building, Buffalo.

What Are "Ordinary and Necessary
Expenses”!
HE federal income tax law provides

ordinary or unnecessary expenditures

puting net income, may deduct “all of
the ordinary and necessary expenses
paid or incurred during the taxable
year in carrying on any trade or
business.’’
What are “ordinary and necessary
expenses,’’ as the term is interpreted by
the Treasury Department? The Solici
tor of Internal Revenue tells us, in
Solicitor’s Law Opinion 1045, published
in 1920, on page 133 of Cumulative
Bulletin 3, issued by the Bureau of
Internal Revenue. This is what the
solicitor says in part:

excluded. Nor is it believed that the
words ‘ordinary and necessary’ can
* * * be construed as referring to the
character of the expenses only and
not also their amount. ‘In construing
statutes words are to be taken in their
ordinary sense.’ * * * ‘The popular
or received import of words furnishes
the general rule for the interpretation
of public laws as well as of private
and social transactions.’ * * * Clearly
to the popular mind ‘ordinary and
necessary expenses’ of a corporation
are those which are usual and essen
tial to the doing of a like kind and
volume of business by corporations
generally.’’
The above opinion was rendered in
connection with the provisions of the
Revenue Act of 1916 to the effect that
a corporation might deduct “all of
the ordinary and necessary expenses
paid within the year in the mainten
ance and operation of its business and
properties. * *
The Revenue Act of
1926 provides that a taxpayer (whether
individual or corporation) may deduct
“all of the ordinary and necessary ex
penses paid or incurred during the
taxable year in carrying on any trade
or business.’’ The limitation respecting
maintenance and operation laid down
by the solicitor in his opinion, therefore,
is not applicable to the present statute.
The remaining parts of the opinion,
however, are applicable.

the taxpayer—whether an in
in the maintenance or operation of
Tthat
dividual or a corporation—when com the business or properties are

“ It is not enough * * * that the
deduction claimed should be expenses.
* * * They must also be ‘ordinary
and necessary.’ The use of the co
ordinate conjunction requires that
‘expenses’ to be deductible be both
‘ordinary’ and ‘necessary.’ Neither
qualification alone satisfies the re
quirement of the statute. * * *
“Construing the phrase ‘ordinary
and necessary expenses’ then in the
connection in which it is used, having
constantly in view the’ purpose of
Congress to raise revenue, there seems
no room for question that the deduc
tion intended to be allowed is only
of the usual or common and essential
or reasonably necessary expenses in
the case of a corporation doing a
similar kind and volume of business,
and, by implication, that extra

PACE ALUMNI ASSOCIATION
THE first regular Fall meeting of the Pace Alumni Association
will be held on Saturday, September 2.5, at the Machinery Club,
50 Church Street, New York. Plans are now being made to start
the season with an unusually interesting program. A speaker of
national prominence, Cordes and Marks, and songs by Joe Myer
will be among the features.
A more detailed announcement, and the name of the speaker will
appear in the September issue of The Pace Student.
-----------------------------------------------------------------;----------------F. M. Schaeberle, Executive Secretary
________________________________ __________________

Officers of Accountants’ Organizations
American Institute of Accountants
President, William H. West.............................................................40 Rector Street, New York
Vice-President, John F. Forbes.............................. 2.03 Crocker Bldg., San Francisco, Calif.
Treasurer, Arthur W. Teele.............................................................
120 Broadway, New York
Secretary, A. P. Richardson.............................................................135 Cedar Street, New York

American Society of Certified Public Accountants
President, Harry E. Lunsford
Vice-Presidents, Charles Hecht
Edwin L. Pride
A. Lee Rawlings
Harry B. Scott
H. Ivor Thomas
Secretary, W. L. Harrison
Treasurer, James A. Councilor

1003 Pioneer Trust Bldg., Kansas City, Mo.
Johns-Manville Bldg,,
Madison Avenue, New York
40 Central Bldg., Boston, Mass.
407 Law Bldg., Norfolk, Va.
Farmers Bank Bldg., Pittsburgh, Pa.
2.2.0 Bartlett Bldg., Los Angeles, Calif.
726 Woodward Bldg., Washington, D. C.
42.6 Woodward Bldg., Washington, D. C.

National Association of Cost Accountants
President, C. H. Scovell............................................. Scovell, Wellington & Co., Boston, Mass.
Vice-Presidents, F. L. Sweetser
. .
.
The Duchess Mfg. Co., Poughkeepsie, New York
W. B. Castenholz.
.
Castenholz, Johnson, Block & Rothing, Chicago, Ill.
Treasurer, Wm. O. Cutter
.
.
.
Vice-President United States Rubber Co., New York
Secretary, Stuart C. McLeod............................................. .......
130 West 42nd Street, New York

New York State Society of Certified Public Accountants
President, Joseph J. Klein .
First Vice-President, P. W. R. Glover .
Second Vice-President, Norman E. Webster
Treasurer, Harold A. Wythes.
Secretary, Martin Kortjohn .

. 19 West 44th Street, New
. 120 Broadway, New
60 Broadway, New
50 Church Street, New
15 Park Row, New

York
York
York
York
York

The Society of Certified Public Accountants
of the State of New Jersey
President, James F. Hughes
Vice-Presidents, M. E. Peloubet
William C. Heaton
Secretary, J. E. Flink.
Treasurer, Morris J. Hoenig .

. 110 William Street, New York
2.5 Broadway, New York
565 Fifth Avenue, New York
31 Clinton Street, Newark, New Jersey
9 Clinton Street, Newark, New Jersey

American Association of University Instructors in Accounting
President, Edward J. Filbey .
Vice-Presidents, J. Hugh Jackson .
David Himmelblau
William S. Krebs .
Secretary-Treasurer, Howard C. Greer

. University of Illinois
Harvard University
Northwestern University
Washington University
. Ohio State University

Practicality marks from the
very beginning the Account
ancy instruction at Pace Institute—
a practicality obtained by the use
of progressive work assignments which are
taken from actual practice and which support
at every step the sound theory taught in the classroom—
a practicality that early discloses itself in the improvement in
the character of the work of the junior and the bookkeeper.
And the broad concepts of law, of accounting, of valuation, of organization,
of finance—of all these subjects and others—acquired by the Institute
student, man or woman, provide the basis for the larger responsibilities of
executive work and independent practice later on. “Pace Institute Men" is
an informative book of biographical sketches of men who have attained
influence and standing in Accountancy and Business—men who once stood inquir
ingly, as perhaps you now stand, at the portals of Accountancy. Their experiences,
as detailed in this book, available for the asking, may be of genuine help.
In August, September, and October, classes both day and evening, will be forming
at the Institute until the Freshman fall enrolment of 1,000 students is completed.
Application for registration should be made soon—the early classes are already
largely enrolled.
Extension (correspondence) instruction is available for students who cannot arrange
to attend the resident school—trial instruction for one month is available for $7.00
without further obligation.

PACE INSTITUTE
30 Church Street

New York

